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COMPREHENSIVE ANNUAL FINANCIAL STATEMENT
Transmittal Letter
October 16, 2007

To the Citizens of the CITY OF ADRIAN, MICHIGAN,
Honorable Mayor and Members of the City Commission:

Formal Transmittal of the Comprehensive Annual Financial Report
(CAFR)

Michigan State law requires that all general-purpose local governments
publish within six months of the close of each fiscal year a complete set
of financial statements presented in conformity with generally accepted
accounting principles (GAAP) and audited in accordance with generally
accepted auditing standards by a firm of licensed certified public
accountants. Pursuant to that requirement, we hereby issue the
comprehensive annual financial report of the CITY OF ADRIAN for the
fiscal year ended June 30, 2007.

In June 1999, the Governmental Accounting Standards Board (GASB)
adopted Statement Number 34, Basic Financial Statements - and
Management’s Discussion and Analysis - For State and Local
Governments. This accounting pronouncement has had a substantial
impact on both the format and content of the information included in
this report, the fourth Comprehensive Annual Financial Report (CAFR)
prepared under the requirements of the new reporting model. Tom Allen,
GASB Chairman stated, “This is the most significant change to occur in
the history of governmental financial reporting.”

The new financial reporting model requires general-purpose governments
to present the following basic financial statements and Required
Supplementary Information (RS]) in order for the financial statements to
be in conformance with generally accepted accounting principles (GAAP):
. Management’s Discussion and Analysis (MD&A)

Government-wide Financial Statements

Fund Financial Statements

Notes to the Financial Statements

Required Supplementary Information (RSI)

In addition, the State of Michigan requires that individual fund
columns be presented for all funds and component units.

The new financial statement includes a discussion of the City’s financial
condition and outlook. The new Management Discussion and Analysis
(MD&A) precedes the full-accrual “Government-wide Financial
Statements” that are intended to show whether today’s taxpayers have



paid the full cost of the services received. These full-accrual statements
are followed by a revised version of the financial statements previously
reported, “Fund Financial Statements”, which report governmental
activities on the “modified accrual” basis of accounting, followed by
Footnote Disclosures and Required Supplementary Information (RSI).

The financial statements include several tiers of information, some of
which are familiar and some of which are new. The MD&A, a narrative
discussion preceding the government-wide financial statements, will
analyze:

. The City’s financial performance for the year

. A comparison of the current year to the prior year

J A discussion of whether the City’s financial position has improved
or deteriorated during the year

J Significant changes in individual funds

. Significant budget variances

. A brief explanation of capital asset and long term debt activity

o Any likely future significant changes in financial position or

operating results.

The second tier of information includes the two new full-accrual
“‘government-wide” financial statements prepared using the economic
resources measurement focus; the Statement of Net Assets and the
Statement of Activities. These government-wide financial statements
now include all capital assets, including infrastructure, as well as the
cost of asset purchases over the years they are in service (i.e.,
depreciation). These statements also include all long-term liabilities,
including employee compensated absences. Compensated absences are
recognized as expenses in the year that the employees’ services are
rendered, since this is when the employees earn them. For example,
governments are now required to charge the cost of employee benefits,
including sick and vacation pay, over the years that employees are
rendering services (rather than decades later, when those benefits are

typically paid).

The financial statements maintain some familiarity in the third tier, the
“Fund” financial statements. The traditional modified accrual reporting
of individual governmental funds has been retained. The GASB believes
that this is the preferable method to show budgetary accountability.
Significant individual funds (referred to as “Major” funds) are presented
separately on the statements preceding the footnotes. The fund-based
statements are separated into three sections:

. governmental funds

. proprietary funds (e.g., water and waste water funds), and

. fiduciary funds (e.g., Agency Fund).

[



The government-wide and fund financial statements continue to require
various note disclosures to supplement the basic financial statements.

Required Supplementary Information (RSI), presented after the notes to
the financial statements, include budgetary comparison schedules for
the debt service and non-major special revenue funds (e.g., Community
Development Fund). Budget to actual comparisons include the original
budget, as well as the final amended budget.

The Comprehensive Annual Financial Report consists of management’s
representations concerning the finances of the City of Adrian.
Consequently, management assumes full responsibility for the
completeness and reliability of all of the information presented in this
report. To provide a reasonable basis for making these representations,
management of the City of Adrian has established a comprehensive
internal control framework that is designed to both protect the
government’s assets from loss, theft or misuse and to compile sufficient
reliable information for the preparation of the City of Adrian’s financial
statements in conformity with GAAP. Because the cost of internal
controls should not outweigh their benefits, the City of Adrian’s
comprehensive framework of internal controls has been designed to
provide reasonable rather than absolute assurance that the financial
statements will be free from material misstatement. As management, we
assert that, to the best of our knowledge and belief, this financial report
is complete and reliable in all material respects.

The City of Adrian’s financial statements have been audited by
Robertson, Eaton & Owen, P.C., a firm of licensed certified public
accountants. The goal of the independent audit was to provide
reasonable assurance that the financial statements of the City of Adrian
for the fiscal year ended June 30, 2007, are free from material
misstatement. The independent audit invoived examining, on a test
basis, evidence supporting the amounts and disclosures in the financial
statements; assessing the accounting principles used and significant
estimates made by management; and evaluating the overall financial
statement presentation. The independent auditor concluded, based
upon the audit, that there was a reasonable basis for rendering an
unqualified opinion that the City of Adrian’s financial statements for the
fiscal year ended June 30, 2007, are fairly presented, as the first
component of the financial section of this report.

The independent audit of the financial statements of the City of Adrian
was part of a broader, federally mandated “Single Audit” designed to
meet the special needs of federal grantor agencies. The standards
governing Single Audit engagements require the independent auditor to
report not only on the fair presentation of the financial statements, but



also on the audited government’s internal controls and compliance with
legal requirements, with special emphasis on internal controls and legal
requirements involving the administration of federal awards. The Single
Audit Report is incorporated into the Comprehensive Annual Report.

GAAP require that management provide a narrative introduction,
overview and analysis to accompany the basic financial statements in the
form of Management’s Discussion and Analysis (MD&A). This Letter of
Transmittal is designed to complement MD&A and should be read in
conjunction with it. The City of Adrian’s MD&A can be found
immediately following the report of the independent auditors.

Profile of the Government

The City of Adrian, founded in 1825, incorporated in 1853 and re-
chartered in 1957, is the county seat of Lenawee County, one of the
richest agricultural counties in Michigan. The population of the City of
Adrian in 2000 was 22,215, with moderate growth in population since
then. Adrian is located 33 miles northwest of Toledo, Ohio, 37 miles
south of Ann Arbor and 59 miles southwest of Detroit, and is served by
Michigan highways US223, M52 and M34. The City of Adrian is
empowered to levy a property tax on both real and personal properties
located within its boundaries. The City is also empowered by state
statute to extend its corporate limits by annexation, which occurs
periodically when deemed appropriate by the City Commission, in
accordance with the rules and regulations of the State Boundary
Commission. In recent years the City boundaries have expanded
through annexation by 1.2 square miles, from 6.9 square miles to 8.1
square miles.

The City of Adrian has operated under the commission-administrator
form of government since 1957. Policy-making and legislative authority
are vested in a governing commission consisting of the mayor and six
other members elected at-large on a non-partisan basis. The City
Commission is responsible, among other things, for passing ordinances,
adopting the budget, appointing committees, and hiring both the
government’s Administrator, Attorney. Assessor and City Clerk. The City
Administrator is responsible for carrying out the policies and ordinances
of the City Commission, for overseeing the day-to-day operations of the
government, and for appointing the heads of the various departments.
Commission members serve four-year staggered terms, with three
Commission members elected every two years. The mayor is elected to
serve a two-year term.



The City of Adrian provides a full range of services, including police and
fire protection, sanitation services, construction and maintenance of
highways, streets and other infrastructure, Dial-A-Ride transportation
and Community Development services, as well as recreational activities
and cultural events. In addition to general government activities, the
City Commission is financially responsible for the activities of the water
and sewer systems, the City of Adrian Building Authority, a blended
component unit; therefore, its activities are included as an integral part
of the reporting entity. Also included in the City’s financial report are the
Downtown Development Authority (DDA-TIF) and the Local Development
Finance Authority (LDFA), as discreetly presented component units.
However, the Adrian Board of Education and the Bixby Medical Center
have not met the established criteria for inclusion in the reporting entity
and, accordingly, are excluded from the financial report.

FACTORS AFFECTING FINANCIAL AND ECONOMIC
CONDITION

The annual budget serves as the foundation for the City of Adrian’s
financial planning and control. All departments of the City government
are required to submit requests for appropriation to the City’s Chief
Fiscal Officer on or before the last Tuesday in February each year. The
City Administrator uses these requests as the starting point for
developing a proposed budget. The Recommended Budget is presented to
the City Commission for consideration at the first Commission Meeting
in April. The Commission is required to hold a public hearing on the
proposed budget and to adopt a final budget by no later than the
Commission’s second meeting in May. The appropriated budget is
prepared by fund ({(e.g., General Fund), department {e.g., Parks and
Recreation) and activity (e.g., Swimming Pool). Transfers of
appropriations within and between departments require the special
approval of the City Commission in the form of a budget amendment.
Budget-to-actual comparisons are provided in this report for each
individual governmental fund for which an appropriated annual budget
has been adopted. For the General Fund, Major and Local Street Funds,
these comparisons are provided on Pages 57-61 as part of the basic
financial statements for the governmental funds. For governmental
funds, other than the general fund, with appropriated annual budgets,
this comparison is presented in the governmental fund subsection of this
report, which starts on Page 98.

On the November, 2003 General Election Ballot, there was a question
regarding the detachment of City of Adrian properties to the Charter
Township of Adrian, which ultimately failed. The taxable value of the
subject properties approximates $5.1 million and generate about



$69,000 in additional tax revenue. Since these properties were recently
annexed by the City of Adrian and subsequently called into question,
they remained on the Charter Township of Adrian assessment and tax
rolls until the issue was resolved by a majority vote reaffirming the
previous annexation. The taxable value of the subject properties were
transferred from the Township to the City, beginning with the 2004
Assessment Roll and reflected in the FY2004-05 and subsequent Tax
Rolls.

The information presented in the financial statements is perhaps best
understood when it is considered from the broader perspective of the
specific environment within which the City of Adrian operates.

ECONOMIC OUTLOOK

National Economy - Federal Reserve Chairman Ben Bernanke is facing
his first serious challenge since taking the helm from Alan Greenspan,
eighteen months ago. To be sure, Greenspan only had three months to
prepare for his first test, the jolting stock market crash in October 1987
that invoked memories of the 1929 collapse and its legacy of the Great
Depression. Greenspan’s swift response — flooding banks with liquidity
and slashing interest rates — promptly restored confidence among
investors; stocks recovered quickly and the economy emerged unscathed
from the incident. By all accounts, the new Fed chairman had acquitted
himself admirably, jump-starting an 18-year regime that earned
accolades from all quarters. The current test may not be as dramatic as
the '87 crash, but its handling will require as much dexterity and good
judgment.

Unlike the earlier episode, which came as a surprise, the current turmoil
in the financial markets has been brewing for some time. And whereas
the market crash twenty years ago was largely a financial event, this one
has its roots firmly planted in the real economy, notably a housing
bubble that spawned a credit pyramid stretching far and wide. As a
result, the collapse of the housing bubble now underway is generating a
credit crisis that could amplify its potential impact on the econorny.

In retrospect, the economy’s vulnerability to the escalating turmoil in the
credit markets should come as no surprise. Never before has an
economic expansion relied so heavily on borrowing as this one. Since the
end of the 2001 recession, total debt outstanding has increased
considerably faster than the overall economy, lifting the ratio of debt to
GDP from 283 percent to 339 percent at the end of the first quarter -- a
record high by far.

v
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Not surprisingly, consumers have been the heaviest borrowers during the
expansion, increasing their outstanding debt by an average of 11 percent
a year. That’s the steepest increase over a five-year period since the early
1980s, when higher inflation was pushing up nominal wages and
lowering debt burdens in real terms. But the increase since 2001 has far
exceeded the increase in incomes, lifting the debt to income ratio of
households to all-time highs both in nominal and real terms. Indeed, the
debt to income ratio stood at 136 percent at the end of the first quarter,
up from 100 percent at the start of the expansion. That 36 percent
increase in little more than five years is about as much debt as
households had accumulated over the previous forty years.

As a result, households are diverting nearly 15 percent of disposable
incomes to debt servicing, also an all-time high. By itself, this lofty debt-
servicing ratio is not particularly worrisome, as rising income over the
years has enabled more households to take on larger amounts of debt
obligations, if only because they are spending a smaller fraction of their
paychecks on such basic necessities as food. Also, some portion of the
increase in debt-servicing ratios is an artifact of rising homeownership
rates; with fewer families renting, the dollars previously earmarked for
rental payments are now being diverted to mortgage payments. But like

other trends that went too far, this one traveled well beyond reasonable

limits in recent years.

Lower income families have accounted for a larger percentage of
borrowing in recent years, reflecting, in part, the rapid increase in
subprime lending. It is those loans, of course, that constitute the
lightening rod for the current maelstrom in the financial markets. Simply
put, the growing volume of mortgage defaults and foreclosures is
decimating the portfolios of institutional investors with a heavy exposure
to mortgage-backed securities, particularly of the subprime variety.
Underscoring this disturbing trend is the outsized increase in mortgage
debt over the past three years. Since the end of 2004, mortgage
borrowing, including home equity loans, has accounted for more than 85
percent of the huge $2.35 trillion increase in total household borrowing.
That heavy reliance on mortgage loans has lifted the share of mortgage
debt on household balance sheets to a record 76 percent of all loans, up
from under 70 percent just five years ago.

No doubt, households in all income categories participated in the
mortgage-borrowing frenzy, including high wage earners trading up into
more expensive homes. But there is also little question that the housing
boom has been fueled by first-time homebuyers (hence, the increase in
homeownership rates) who have been able to get mortgages that they
might not have qualified for in the past. Lured by the astonishing easing
of lending standards, including 100 percent financing, low initial or



“teaser” rates and “no-doc” loans that do not require income verification,
these are the very borrowers who have gotten in over their heads and
stand at the center of the meltdown in the mortgage-backed securities
market.

Among the aftershocks caused by the surge in subprime defaults is that
it has sparked an increase in risk aversion among investors, resulting in
sharp increases in interest rates on all but Treasury securities and
restricting the availability of credit to households and businesses with
less than pristine credit ratings.

To be sure, the problems in the credit markets did not happen out of thin
air. In the case of the mortgage market, both lenders and borrowers
believed that repayments could always be made as long as property
values were appreciating. The underlying premise was that over time the
collateral behind the mortgage would be worth more than the loan
balance, enabling borrowers to sell their homes if necessary to repay
their debts or refinance at favorable rates. Simply put, the credit market
bubble was tied to the housing bubble; once the latter deflated and home
values started to decline, the ground was pulled out from under the
mortgage-securities market, setting in motion the debilitating forces that
have spread to the broader credit market.

While the housing collapse has been largely responsible for the credit-
market turmoil, the narrowing of the mortgage credit spigot now
underway is clearly deepening the housing downturn, which is already
more protracted and severe than thought a few months ago. That, in
turn, increases the risk that growth will falter over the remainder of the
year, making the need for some rate relief by the Federal Reserve more
likely. The financial markets have priced in several rate cuts in coming
months, and many analysts fear that if the Fed delays action, the
economy could well slide into a recession.

Clearly, if the turmoil in the financial markets escalates and chokes off
lending to even credit-worthy borrowers, the odds of a recession would
increase significantly. At this juncture, it is too early to tell how long the
crisis will last or how severe the problems are.

If the Fed’s injection of liquidity into the banking system has the desired
effect of calming the markets and, more important, keeps credit flowing
to households and businesses, the need for more drastic measures may
be avoided for a while. Ideally, the Fed would like to buy time to assess
the impact that the market turmoil is having on the economy. So far,
consumers still seem to be spending and corporate CEOs remain
relatively optimistic. But since the subprime imbroglio surfaced at the
start of August, mortgage lenders have announced more than 20



thousand job cuts, and the deepening housing downturn will lead to a
new wave of layoffs in the construction industry. Chances are, the Fed
will cut rates again, if only to provide some insurance against a further
deterioration in the job market.

State Economy - Michigan’s image, already in tatters from the troubles
caused by its shrinking manufacturing base and a budget impasse that
wasn’t resolved until a temporary government shutdown, isn’t going to
recover any time soon. Domestic automakers continue to struggle to find
a mix of products and cost cutting that will enable them to do better in
the North American market. Michigan remains more dependent than
most states on the Detroit’s Three financial health. A quick look at some
of Michigan’s economic indicators reveals:
- Michigan’s August unemployment rate was 7.4 percent, well
above the national average 4.6 percent.
- Michigan ranks among the top ten states on home foreclosures.
- Employment in the state’s transportation sector is expected to
drop more than 12 percent in 2007 and more than 11 percent
in 2008, according to the House Fiscal Agency.
- Michigan real disposable income is expected to fall 0.5 percent
in 2007, while national real disposable income is expected to
grow 2.7 percent, according to the House Fiscal Agency.

Downsizing in the domestic auto industry continues; overall the state
has lost nearly a third of the 904,000 manufacturing jobs it had in mid-
2000, adding to the total 413,000 jobs lost overall, a drop of nearly 9
percent. Economists with the State and at the University of Michigan
expect job losses to continue through late 2008, with nearly 44,800 jobs
disappearing next year, most of them in manufacturing.

Auto and construction job cuts pushed Michigan’s seasonally adjusted
unemployment rate up to 7.4 percent in August. The number of jobs in
the state fell by 28,000, while unemployment rose by 12,000. In all, the
state had a civilian workforce of 5.004 million, with 4.632 million people
working and 372,000 unemployed. Michigan’s August jobless rate was
the highest monthly rate since September, 1993. Michigan’s
unemployment continues to lead the national rate, which held steady at
4.6 percent. The job-loss streak, now in its eighth year, is the longest
since the Great Depression.

Even with this bleak outlook, Standard & Poor’s rating agency recently
wrote that Michigan was making progress, having resolved its budget
crisis for the time being. Furthermore, it said the state benefited from
the quick resolution of contract talks between General Motors Corp. and
the United Auto Workers (UAW), with a two-day national strike causing
barely a ripple in the national economy. Although Michigan has lost 34



percent of its auto jobs in the past five years, the state remains the
national center for the car industry, according to the U.S. Dept. of Labor.
The state had 181,000 people employed making vehicles or vehicle parts
in August, down from 275,200 in August 2002.

No.2 Ohio, 109,200, down 18 percent from 133,700 five years ago;

No.3 Indiana, 81,900, down 15 percent from 96,300; and

No.4 Kentucky, 47,600, down 7 percent from 51,300.

The average Michigan manufacturing worker earned a seasonally
adjusted $944.06 and worked 42.5 hours per week in August. The pay
average is up 0.9 percent from $935.48 in August 2006, when the
average work week was 43 hours.

Michigan is also taking other steps to fight back, including replacing its
30-year-old business tax with one that now gives bigger tax breaks to
manufacturers on the equipment they own, charges profitable companies
more than unprofitable ones and eliminates penalties for hiring more
workers. Michigan businesses will see their premium rates for workers’
compensation insurance drop in 2008 by more than 4 percent. Next
year’s drop is part of a downward trend over the past decade. During
that time, the average rate has dropped nearly 36 percent. In addition,
the state has launched a successful tourism campaign that’s competing
with those of surrounding states and regional draws such as Chicago.
It’s also attracting new businesses, including investments from foreign
companies looking to tap into the possibility of creating many types of
alternative energy using Michigan’s wind, water and forests.

Local Economy - Adrian community leaders have been on the cutting
edge of attracting and promoting commerce throughout the City’s
history, from establishing the first railroad East of the Alleghenies in
1836 to obtaining one of the first Michigan Economic Growth Authority
(MEGA) tax credits for the Solvay Automotive Project in 1995, The
Adrian area serves as the corporate headquarters for several businesses
including Merillat Industries (a division of Masco). The Gleaner Life
Insurance Society, the Kapnick Insurance Company and others.

The employer base remains diversified with several less recession-
sensitive employers located in the community including governmental
(City and County governments and a State Police Post) educational
(Adrian College, Siena Heights University, Adrian Public Schools and the
Intermediate School District, as well as the ISD-Vocational Education
Center) and institutional organizations ({Bixby Medical Center and
Michigan Correctional Facility).
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Adrian is the core community of the central region of Lenawee County.
Its household count increased by over eight percent between 1990 and
2003, growing from 7,479 to 8,111. By 2008, this number is expected to
increase to 8,449. If these projections hold, by 2008 a total of 338 new
households will reside within the City.

Nevertheless, Lenawee County’s economic fortunes are tied to the auto
industry as well. The unemployment rate jumped to 9 percent in August
when 775 jobs were lost. The county’s labor force stood at 50,250, down
1,350 from a year earlier. The number of employed workers in the
county is estimated at 45,725, down 1,200 from a year ago. Neighboring
counties jobless rates grew even higher, with Hillsdale County up from
8.9 percent to 10.1 percent and Jackson County up from 8.0 percent to
8.2 percent.

The phased shut-down of Dura Corp. in Adrian is impacting Lenawee
County’s employment statistics with the elimination of 250 jobs. On the
other hand, one positive sign is the opening of the NextDiesel biodiesel
processing plant, also in Adrian, which employs 25 people, with plans for
future expansion. Also, both Siena Heights University and Adrian
College are reporting increased enrollment for the FY2007-08 school
year.

Adrian College plans to welcome nearly 550 new students to its campus
this fall. Total enrollment will be around 1,300 students. The five-year
growth plan of 1,400 students, established two years ago, will definitely
be met by next fall. Much of the growth is attributed to development of
the new athletic programs and a broader marketing outreach. Siena
Heights University is planning on 275 new full-time students, up 11
percent from the prior year, bringing enrollment to more than 1,200
graduate and undergraduate students at its main campus in Adrian.
Siena is looking to grow to a maximum capacity of 3,000 students. New
graduate programs in homeland security, emergency preparedness and
nuclear power administration are new to Siena this year. Facility, faculty
and housing expansions are being experienced on both campuses.

With the multiple higher education institutions of Adrian College, Siena
Heights University and Jackson Community College, the City of Adrian
benefits economically in many ways. The most obvious, of course, is
payroll, health care, corporate purchases made from local businesses,
personal purchases made possible by the salaries to faculty, staff and
administrators, jobs provided to area residents, and more. The students
impact area businesses both by serving in internship positions and filling
open part-time job opportunities. In addition, they purchase everything
from housing, gas for their vehicles, groceries, meals in restaurants,



entertainment, dorm and apartment furnishings, movies, clothing,
books, gifts and more.

The City of Adrian recently recommitted to continue to support the
business attraction and retention activities of the Lenawee Chamber for
Economic Growth, amending its FY2007-08 Budget to include a $41,000
appropriation for this purpose. To insure a measureable return on this
investment the following working agreement has been established
between the City and the Chamber:

CITY OF ADRIAN - LENAWEE CHAMBER FOR
ECONOMIC DEVELOPMENT
FY 2007-2008 SERVICE CONTRACT WORK PROGRAM

TASK 1 - Business Retention

1. The Lenawee Chamber for Economic Development, hereinafter
referred to as the Chamber, shall identify, document, and monitor
status for all industrial and commercial firms of 5+ employees
within the Adrian corporate limits.

TIMING: Updated and Submitted Quarterly
DELIVERABLE: Print and Electronic List

2. The Chamber shall develop a program to conduct site
visits/retention meetings with all identified firms during the
contract term, documenting visits/meetings with at least 25% of
the firms per calendar quarter. In advance of each site visit, the
City Contact shall be provided the opportunity to participate or
delegate a representative.

TIMING: Quarterly
DELIVERABLE: Quarterly Report in Print and Electronic
Format

3. The Chamber shall report to City Contact on any issues or needs
arising from site visits/retention meetings, with recommendation
on action.

TIMING: Immediately as recognized
DELIVERABLE: Case Report
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TASK 2 - City Marketing

1.

The Chamber shall develop and maintain a City Marketing Package
in consultation with the City Contact and others as deemed
appropriate. Such Package shall be consistent with and inclusive
of other City marketing activities/products, and shall be approved
for use by the City of Adrian. The Package may be constructed in
conjunction and be a component of a Lenawee County, but shall
have the ability to stand alone for direct use.

TIMING: Four (4) Months from Start of Contract
Term

Updates thereafter to be made Quarterly.
DELIVERABLE: Package Materials in Print and Electronic
Format

The Chamber shall develop and execute a program to disseminate
City marketing information, including but not limited to the City
Marketing Package. The program shall be approved in advance by
the City of Adrian and shall utilize multiple media formats and
communication mechanisms.

TIMING: Six {6) Months from Start of Contract

Term
DELIVERABLE: Program Schedule at Qutset
Updates provided Quarterly

TASK 3 — Business Recruitment

1.

The Chamber shall diligently pursue contacts with out-of-Lenawee
County business prospects and present an initial case (utilizing
City Marketing Package or other appropriate materials) for locating
or relocating business operations to the City of Adrian.

TIMING: Ongoing
DELIVERABLE: Quarterly Report

. The Chamber shall notify and/or meet the City Contact

immediately as contact from any bona fide recruitment prospect is
received, develop a detailed location proposal with guidance from
the City Contact, MEDC representatives, and other entities as
appropriate and needed. Under guidance of the City Contact,
Chamber shall facilitate discussions with and act as the lead
contact with the prospect until a location decision is reached.

TIMING: Ongoing as Contact is received
DELIVERABLE: Quarterly Report

13



3. The Chamber will not propose any city services or tax abatements
to a business prospect without city knowledge and approval.

TIMING: Ongoing
DELIVERABLE: Quarterly Report

TASK 4 - Communication

1. The Chamber shall generate and maintain open and clear
communication on all activities identified in this Work Program
with the City of Adrian, the City Contact, all other economic
development partners, and other entities as determined by the City
Contact.

TIMING: Ongoing
DELIVERABLE: Quarterly Report

2. The Chamber will immediately notify the City Contact when it
obtains any information regarding a significant increase or
decrease in the workforce of any business in the city.

TIMING: Ongoing
DELIVERABLE: Quarterly Report
3. The Chamber will monitor proposed State legislation and will
advise the City Contact of any such legislation that may
significantly impact the city or business in the city.

TIMING: Ongoing
DELIVERABLE: Quarterly Report

Long Term Financial Planning - Each December the City Commission
and Department Heads convene to develop a five-year strategic plan for
capital improvements, within the context of the following Mission
Statement and Commitments:

The elected and appointed officials, as well as the employees, of the City of Adrian are
dedicated to providing equitable access to public services and opportunities for the
common good of our citizens. We shall respond to the needs of the Adrian community
through the delivery of cost effective, exceptional service that results in an enhanced

quality of life.
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We are committed. ..

to improving, developing and maintaining the municipal infrastructure
to promoting the economic health of the community

to providing for public health, welfare and safety

to fostering communication and cooperation

to providing recreational, leisure and cultural opportunities

to supporting city-wide beautification, and

to promoting quality neighborhoods.

nghhghts of the current program include:

the continuing upgrade of computer technology throughout the
City  departments, including Geographic Information
System(GIS) enhancements, Library records management
system, Accounting and Financial Reporting, Payroll, Assessing
and Treasury functions, and City Clerk/Police Department
document management system,

prudent use of the $20 million Fee Estate endowment to expand
passive recreation throughout the community, such as the
recent completion of the Trestle Park, and renovation of Burr
Ponds,

A site has been purchased on Logan Street, cleared of fifteen
(15) silos, environmental assessment performed, design work
completed, and contractor selected to construct a new
Transportation Center to house seventeen (17) busses owned
and operated by the City’s Dial-A-Ride System and Lenawee
County’s Transportation System. Construction will begin this
fall with occupancy occurring in 2008.

The City is in final negotiations to finance acquisition of a site
for an existing building that will be renovated and serve as a
new Parks and Forestry Maintenance facility,

Street tree inventory was completed in 2002 and an additional
900 new planting sites have been added to the 6,500 existing
trees on City right-of-ways,

The burial records of the 19,000 former residents interred at the
Oakwood Cemetery since 1848 have been computerized to aid
visitors and researchers in their identification and location
efforts,

Three years ago, voters approved a two-year fourteen (14%)
percent telephone surcharge to support the Lenawee County
Central Dispatch to update the 911 system by adding
computer-aided dispatch (CAD) Countywide (including the City
of Adrian Police and Fire Departments); on the August 8, 2006
ballot a proposal to extend the surcharge an additional ten {(10)
years was approved,

15



- The Adrian Public Library has upgraded its computer system
with the addition of the Polaris catalog reference system, as well
as obtained several private donations to enhance material
acquisitions, furniture and program activities,

- An Internal Service Fund, Fire Department Motor Pool, has
been established in the FY2007-08 Budget to provide
systematic funding for future replacement of all rolling stock, as
well as operating, maintenance and insurance costs.

- In addition, Fire Department equipment has been upgraded and
expanded to better serve homeland security requirements,

- the City Clerk has upgraded the City’s election system and has
initiated a new electronic archiving system that will facilitate
access to City records and save space,

- infrastructure improvements are progressing throughout the
City, including implementation of a storm-water separation
project, accelerated sidewalk repair and replacement program
and many street improvement projects funded by a successful
millage renewal of ten (10) years approved by the voters on
August 8, 2006, as well as installation of an electric generator
to eliminate power interruptions that cause sanitary sewer
overflows and plant permit violations,

- Funding in the Auto Parking Fund contemplates complete
reconstruction of the Church Street Parking Lot, as well as a
complete assessment of future parking infrastructure needs
throughout the downtown,

- the Utilities Department is in the process of developing a new
ground water source that has the capability of replacing the
current surface water source of the City’s potable water supply.
Right-of-way has been obtained and low-interest (2 1/8%) state
financing has been arranged to allow the project to go forward

Long-range financial planning, of course, is affected by the City’s revenue
stream. The negative effects of “Proposal A” of 1994 are finally coming
home to roost, particularly for older, low-growth rate communities like
Adrian. The full impacts of this proposal on local government service
levels were delayed by the unusually long robust economy experienced
through the mid- and late 1990s. Proposal A will reduce City General
Fund revenues from property taxes by about $1,290,000 during fiscal
year 2007-08 alone. Because of the State’s greater reliance on the sales
tax as a revenue producer, the slowing economy had a greater relative
effect on State shared revenue payments, on which about 19% of the
City’s General Fund revenues are dependent, down from 20% last year.

Two important laws passed by the Michigan Legislature this term could

have a significant impact on the economy. The first increases the
minimum wage from $5.15 per hour to $6.95, beginning October 1,
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2006, to $7.15 beginning July 1, 2007, and to $7.40 beginning July 1,
2008. The second, PA345 Of 2006, the Omnibus Appropriations Act,
repealed the Single Business Tax, effective December 31, 2007,
eliminating almost $1.9 billion annually from the state treasury.

On July 12, 2007, Governor Granholm signed into law (PA36 of 2007) a
package of bills creating the new Michigan Business Tax (MBT). The
tax will take effect on January 1, 2008 for all business activity in the
state occurring after December 31, 2007,

History

Michigan’s former tax, the Single Business Tax (SBT), was the only value-
added tax in the country. Because it was unique, complying with the
SBT was complex and expensive. Being a value-added tax led to several
unfortunate results: businesses could be stuck with a large liability even
if they were not making a profit, and there was a disincentive to hire
workers in Michigan because payroll deductions claimed for Federal tax
purposes were added back in arriving at the SBT tax base.

General

The MBT is imposed on any business that has a physical presence in
Michigan for more than one day during the year or if the business
activity solicits sales in Michigan and has gross receipts of $350,000 or
more that are attributable to Michigan. Taxpayers with gross receipts
between $350,000 and $700,000 receive a credit that reduces their tax
liability. The credit provides for a phase-in of the tax liability once a
taxpayer reaches $350,000 in gross receipts.

The tax is actually a combination of two different taxes, a business
income tax and a gross receipts tax. The business income tax is imposed
at a rate of 4.95% of a taxpayer’s “business income tax base” apportioned
to the State of Michigan. The modified gross receipts tax is imposed at a
rate of 0.80% of a taxpayer’s “modified gross receipts tax base” that is
apportioned to Michigan. After the taxes are computed, businesses are
eligible for several credits.

Although the MBT is intended to be revenue neutral compared to the
SBT, the MBT will change the distribution of tax liabilities. Generally,
manufacturing firms would experience a tax liability reduction compared
to the SBT, while non-manufacturing firms would experience a tax
increase. Similarly, while Michigan-only firms and multi-state firms that
are based outside of Michigan will generally experience liability increases,
Michigan-based multi-state firms will generally experience liability
reductions.



Property Tax Relief

In addition to the business tax changes brought about by the MBT, the
Michigan personal property tax has been dramatically reduced. The
personal property tax rate will be reduced by 12 mills for commercial
property and 24 mills for industrial property. These reductions in the
personal property tax will greatly benefit the manufacturing sector and
other businesses that have substantial tangible personal property assets.

Credits Against the MBT
The MBT carries over several credits previously applicable to the SBT. In
addition, several new credits were created. Below is a summary of some
of these credit provisions.

1. Credit Carry-forward from the SBT — The MBT permits a taxpayer to
apply any unused SBT credit carry-forwards during the 2008 and
2009 tax years. After 209, any remaining unused SBT credit
carry-forwards will be lost.

2. Compensation credit — A taxpayer is permitted to claim a credit
equal to 0.370% of the compensation paid by the taxpayer in
Michigan. “Compensation” means all wages, salaries, fees,
bonuses, commissions or other payments made in the tax year on
behalf of or for the benefit of employees, officers, or directors of the
taxpayer, and any earnings that are net earnings from self-
employment of the taxpayer or a partner or limited liability
company member of the taxpayer.

3. Small Business Credit — A taxpayer that has gross receipts greater
$350,000 but less than $700,000 is eligible for a credit equal to
the amount of tax imposed under the MBT. The amount of the
credit is 100% of the tax liability if the taxpayer’s gross receipts are
$350,000 and is 0% of the tax liability if the taxpayer’s gross
receipts are $700,000. The tax credit is phased out ratably
between these two amounts, in effect resulting in a graduated tax
rate.

4. Additional Small Business Credit — A taxpayer that has gross
receipts that do not exceed $20 million and adjusted business
income that does not exceed $1.3 million is entitled to a credit that
essentially permits the taxpayer to pay a flat tax of 1.8% of
adjusted business income. This credit is only available if the
compensation paid to certain key employees falls below certain
disqualifying amounts. The credit is phased out for businesses
that have gross receipts between $19 million and $20 million.

18

uuuu

-



. Depreciable Asset Credit — A taxpayer is permitted to claim a credit
equal to 2.9% of the value of any depreciable property that is put
into service and is located in Michigan for use in a business
activity in Michigan , less the proceeds (net of any gain or loss) on
the disposition of any depreciable property. Mobile assets are
treated as wused in Michigan in proportion to the sales
apportionment factor used by the taxpayer to calculate its tax
liability. If the credit is a negative number (because more property
is retired from service than put into service), the negative credit
will be treated as an additional tax liability.

. Research and Development Credit - A taxpayer is permitted a credit
equal to 1.90% of the taxpayer’s research and development
expenses within Michigan.

. Public Contributions Credit — A taxpayer is permitted a credit equal
to 30% of any contributions to public broadcasting stations; public
libraries; institutions of higher learning; the Michigan colleges
foundation; or the Michigan housing and community development
fund. The amount of the credit cannot exceed the lesser of $5,000
or 5% of the taxpayer’s MBT tax liability.

. Museum and Zoo Credit - A taxpayer is permitted a credit equal to
50% of the amount of any contributions in excess of $50,000 to a
museum or to any municipality or non-profit organization affiliated
with a municipality for the purposes of benefiting an art, historical,
or zoological institute. The amount of the credit cannot exceed
$100,000.

. Community or Education Foundation Credit - A taxpayer is
permitted a credit equal to 50% of any contributions to the
endowment fund of a community foundation or education
foundation. The amount of the credit cannot exceed the lesser of
$5,000 or 5% of the taxpayer’s MBT tax liability.

Homeless Shelter and Food Bank Credit - A taxpayer is
permitted a credit equal to 50% of any contributions to a homeless
shelter or food bank. The amount of the credit cannot exceed the
lesser of $5,000 or 5% of the taxpayer’s MBT tax liability.

Worker’s Disability Compensation Credit - A taxpayer is

permitted a credit equal to the amount the taxpayer paid under the
Worker’s Disability Compensation Act for the tax year.
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12. Job Creation Credit - The state will approve credits for up to
20 businesses per year that permit a credit equal to 30% of any
eligible contributions from qualified taxpayers to the businesses,
up to a maximum credit of $300,000. The goal of the credit is to
create jobs and to positively impact the local economy.

13. MEGA Credit - For companies that are expanding or
relocating their businesses in Michigan, the MEGA credit that was
used under the SBT continues under the MBT. Credits are
permitted for up to 20 years.

14. Entrepreneurial Credit - For 2008, 2009 and 2010, a
taxpayer may claim a credit equal to the taxpayer’s MBT liability, if
the taxpayer had gross receipts of less than $25 million, created at
least 20 new jobs in the first year the credit is claimed, and made a
capital investment of at least $1.25 million in the state in the
preceding tax year (the investment requirement is reduced to
$600,000 for subsequent years that the credit is claimed).

15. Small R&D Business Startup Credit — A business that
conducts research and development and that has fewer than 25
employees and less than $1 million in sales is entitled to credits
equal to its MBT liability for up to five years if it has no business
income but still has tax liability due to the modified gross receipts
tax.

16. Personal Property Tax Credit - A taxpayer is entitled to the
following credits:

a. 35% of any taxes paid on eligible personal property during
the year. Eligible personal property generally includes any
property that is classified as industrial personal property.

b. 23% of the amount paid in property taxes on eligible
telephone personal property during 2008. Eligible telephone
personal property is personal property of a telephone
company that is subject to perscnal property taxes. The
credit amount is reduced to 13.5% for years after 2008.

c. 10% of the amount paid in property taxes on eligible natural
gas pipeline property during the year.
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Rebates

The law contains a revenue cap that limits the amount of tax that can be
collected under the MBT. If the collections exceed this amount in 2008,
2009 or 2010, half of the excess will be returned to taxpayers in the form
of a rebate. These limits do not apply to years after 2010.

State Budget Deficit Resolved

After a temporary shut-down of state government for four hours, state
lawmakers changed the retirement and health care benefits management
of some teachers and state employees in their rush to fix Michigan’s
projected budget shortfall of $1.75 billion. The deal extends the most
recent budget plan 30 days, addressing the deficit by raising the state’s
income tax from 3.9 percent to 4.35 percent and imposing the 6 percent
sales tax on a variety of services. About $440 million in spending cuts
still need to be resolved before final passage of the appropriations bills to
fund the new fiscal year’s budget.

City of Adrian Fund Balance - General Fund

Governmental Funds report the difference between assets and liabilities
as fund balance, which is divided into reserved and unreserved portions.
The function of reserved fund balance is simply to isolate the portion of
fund balance that is not available for the following period’s budget, so
that unreserved fund balance can serve as a measure of currently
available financial resources.

The reservation of fund balance is necessary for two reasons:

. Resources not available for spending. Some of the assets reported
in governmental funds are not available for spending in the
subsequent year’s budget. For example, a long-term loan
receivable, such as an advance to another fund, is not available for
current spending. Likewise, governments like the City of Adrian
that elect to report supplies, inventories and prepaid items in
governmental funds typically would report a corresponding amount
of reserved fund balance to indicate that these amounts are not
actually available for spending.

. Legal restrictions on spending. Fund balance is also reserved to
indicate situations where a portion of fund balance is not available
for new spending because of legal restrictions involving parties
outside the financial reporting entity. The most common example
is amounts reserved for encumbrances, which represent contracts
for goods or services with outside parties that are still outstanding
at the end of the period and that the City intends to honor.
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Unreserved fund balance may, in turn, be subdivided into designated and
undesignated portions. Designations represent management’s intended
use of resources and should reflect actual plans approved by the City’s
senior management. Expressed another way, designations reflect a
government’s self-imposed limitations on the use of otherwise available

current financial resources.

The following schedule presents an analysis of changes in General Fund

— Fund Balance between FY2005-06 and FY2006-07:

CITY OF ADRIAN
FY2006-07 YEAR-END REPORT

GENERAL FUND
Designated Fund Balance
(Including Audit Adjustments)

Fund Balance as of June 30, 2006
Reserves
for:

Inventories and Prepayments
Encumbrances
Total Reserved Fund Balance as of June 30, 2005

Unreserved Fund Balance as of June 30, 2006
FY 2006-07 Revenue and Other Sources
FY2006-07 Expenditures

Revenue Over/{Under) Expenditures

FY2006-07 Reserve for Inventories and Prepayments
FY2006-07 Reserve for Encumbrances

Estimated Unreserved Fund Balance as of June 30, 2007

Proposed Designations of Unreserved Fund Balance (Acct. #393.000):

1 City Hall

DPW-Motor Pool — Depreciation Catch-Up
Fire Dept. Motor Pool — Working Capital
Police Facility - First Year Debt Service
Adrian Public Library - Fagade Replacement

o WwWwN
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$184,573
300,777

$12,104,922
12,025,570

$176,636
627,165

$2,000,000
700,000
400,000
250,000
200,000

$6,044,166

485,350

$5,558,816

79,352

7,937
(326,388)

$5,319,717
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6 City Vehicles - Storm Damage 100,000
7 Property Acquisitions, Demolitions and Options 150,000
8 Library Elevator Repairs 50,000
9 Telecommunication Upgrades 50,000
10 Technology Infrastructure Upgrades (GIS, Other) 50,000
11 City Hall Roof Replacement 40,000
12 Local Grant Match 25,000
Total Proposed Designations 4,015,000
Estimated FY2006-07 Undesignated Fund Balance $1,304,717

The decrease in the Unreserved General Fund-Fund Balance ($239,099)
is mainly attributable to a $326,388 increase in year-to-year
encumbrances and carry-forwards, primarily authorized funding
reserved for the completion of the Burr Ponds Project, partially offset by
the $79,352 favorable balance resulting from FY2006-07 operations. The
primary reason is that General Fund operating subsidy to the
Automobile Parking System was reduced to $6,000, $133,000 less than
the prior year.

Cash Management Policies and Practices — Cash temporarily idle
during the year was invested in money market accounts, certificates of
deposit, obligations of the U.S. Treasury, pooled investments and
managed portfolio trusts that adhere to the City’s adopted investment
policy and Public Act 20 of 1943, as amended, Investment of Public
Funds Act. The following exhibit compares investments on June 30,
2007 with the prior fiscal year, reflecting an overall increase of
$1,405,913.

Investment Type FY2005-06 FY2006-07
Money Market Accounts $ 433,453 $ 681,777
Certificates of Deposit 3,226,321 4,243,416
U.S. Government Securities 5,623,563 5,560,950
Pooled Investments -0- 203,107

9,283,337 $10,689,250

The exhibit below shows the amount of interest earnings by each type of
fund during the 2006-07 fiscal year, compared with the prior fiscal year.

Fund Type FY2005-06 FY2006-07
General Fund $277,654 $377,447
Other Governmental Funds 80,620 172,081
Proprietary Funds 67,409 112,748

$425,683 $662.276
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City of Adrian investment policy specifies that all public funds held by
the City, including federal funds, shall be deposited and/or invested with
agencies that are recognized and authorized by Michigan statutes for
that purpose. All certificates of investments of funds entrusted to the
City of Adrian shall remain in the custody of the Finance Department
unless otherwise authorized by the City Commission. As of June 30,
2007 all certificates of investments were in custody of the Finance
Department.

Risk Management — The City is a member of the Michigan Municipal
Liability and Property Pool for its general liability property coverage and a
member of the Michigan Municipal Workers Compensation Fund for its
workers’ compensation coverage. Both pools are under the Michigan
Municipal Program sponsored and administered by the Michigan
Municipal League (MML).

The City pays annual premiums to the insurance pools. The pools are
self-sustaining through member premiums, and each carries reinsurance
through commercial companies for claims in excess of a minimum of
$1,000,000 for each specific occurrence, and to a minimum of
$2,000,000 in aggregate in excess of the pool loss reserve fund. Based on
an historical claims analysis by the Finance Department, deductibles for
Comprehensive General Liability, Personal Injury Liability and Public
Officials Liability coverages were increased from $1,000 to $5,000, two
years ago resulting in an annual savings of almost $30,000.

The City of Adrian was selected as a BETA SITE by the MML for testing
improved risk management assessment and reporting, implemented in
2005. In addition, the City Commission last year adopted a new Motor
Vehicle Safety Policy.

Pension and Other Post-employment Benefits- The City of Adrian is a
member of the Municipal Employees’ Retirement System (MERS) of
Michigan. The pension program is administered by the MERS Board
under the provisions of the Municipal Employees’ Retirement Act of
1984, as amended by Public Act 220 of 1996, as embodied in the MERS
Plan Document. The pension program is categorized as a Defined Benefit
Program with eligibility earned at age 60 with 8 or more years of credited
service with annual retirement benefits for General Non-represented
" employees based on 2.25 percent (recently improved from 2.0 percent) of
Final Average Compensation (FAC defined as the three consecutive year
period of credited service in which the average compensation paid is
highest) times years of credited service. For the current reporting period,
employee contributions for General employees amount to 3.0 percent of
salary (increased to 4.0 percent effective with execution of the FY2007-08
Budget) while employer contributions ($816,109) equate to 6.0 percent.
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Upon recommendation of the City Administrator, the City Commission,
in 2005, improved the Defined Benefit Program by reducing the required
years of credited service to achieve full vesting rights from 10 year to 8
years. Pension benefits, as well as employee and employer contributions,
for Represented employees are determined in the collective bargaining
process. Total Regular Employee Contributions for Fiscal Year 2006-07
amounts to $306,827. As of December 31, 2005, the Pension Plan had
Net Assets of $38,692,642 with an Unfunded Actuarial Accrued Liability
of $5,872,651.

Fiduciary Operation- The City of Adrian has a perpetual care fund from
which the interest earnings are used to maintain the cemetery. Interest
earnings amounted to $39,524 for Fiscal Year 2006-07, an increase of
$25,534, and the investment balance increased to $790,929.

Awards and Acknowledgements

The Government Finance Officers Association (GFOA) awarded a
Certificate of Achievement for Excellence in Financial Reporting to the
City of Adrian for its Comprehensive Annual Financial Report (CAFR) for
the fiscal year ended June 30, 2006. The Certificate of Achievement is
the highest form of recognition for excellence in state and local
government financial reporting. This was the twentieth consecutive year
that the City has received this prestigious award.

In order to attain the Award, a government unit must publish an easily
readable and efficiently organized Comprehensive Annual Financial
Report with contents in conformance with program standards. Such
Report must satisfy both generally accepted accounting principles (GAAP)
and applicable legal requirements. A Certificate of Achievement is valid
for a period of one year only. We believe our current report continues to
conform to the Certificate of Achievement program requirements, and we
are submitting it to GFOA for review.

In addition, the City’s Chief Financial Officer has been recognized by the
Michigan Government Finance Officers Association (MGFOA) for his
career-long contributions to that organizations success by according its
highest award of Honorary Life Member. In addition, recognition has
been accorded for service as the GFOA Representative to the State of
Michigan for the period 2003-2007.
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The preparation of the Comprehensive Annual Financial Report on a
timely basis was made possible by the dedicated service of the entire staff
of the Finance Department. Each member of the department has our
sincere appreciation for the contributions made in preparation of this
report.

In closing, credit must also be given to the Mayor and the City
Commission for their unfailing support for maintaining the highest
standards of professionalism in the management of the City of Adrian’s
finances.

%Lwﬁ,@

e

Jeffrey C. Pardee, C.P.F.O.
City Administrator Finance Director

26



- Certificate of
| Achievement
for Excellence
in Financial
Reporting

Presented to

City of Adrian
Michigan

For its Comprehensive Annual
Financial Report
for the Fiscal Year Ended
June 30, 2006
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August 7, 2007

INDEPENDENT AUDITORS’ REPORT

To the Honorable Mayor and
Members of the City Commission
City of Adrian, Michigan

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, the aggregate discretely presented component units, each major fund, and the aggregate
- remaining fund information of the City of Adrian, Michigan, as of and for the year ended June 30, 2007,
which collectively comprise the City’s basic financial statements as listed in the table of contents. We
have also audited each nonmajor governmental fund and internal service fund, each nonmajor enterprise
fund, and the fiduciary fund type presented in the accompanying combining and individual fund
financial statements and schedules, also individual fund statements for discretely presented component
- units; and schedules of indebtedness of the City of Adrian, Michigan, as of and for the year ended June
30, 2007, as listed in the table of contents. These financial statements are the responsibility of the City of
Adrian, Michigan’s management. Our responsibility is to express opinions on these financial statements
based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes assessing the accounting principles
used and significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinions.

i In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, the discretely
presented component units, each major fund, and the aggregate remaining fund information of the City
of Adrian, Michigan, as of June 30, 2007, and the respective changes in financial position and cash flows,
where applicable, thereof and the budgetary comparison for the all major governmental funds for the year
then ended in conformity with accounting principles generally accepted in the United States of America.
In addition, in our opinion, the financial statements referred to above present fairly, in all material
respects, the respective financial position of each nonmajor governmental and internal service funds
nonmajor enterprise fund, and fiduciary fund type of the City of Addan as of June 30, 2007, and the
respective changes in the financial position and cash flows, where applicable, thereof and the budgetary
companson for all nonmajor governmental funds, and includes the individual fund statements for
discretely presented component units and schedules of indebtedness for the year then ended in conformity
with accounting principles generally accepted in the United States of America.
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Page 2
August 7, 2007

To the Honorable Mayor and
Members of the City Commission
City of Adrian, Michigan

In accordance with Government Auditing Standards, we have also issued our report dated August 7, 2007
on our consideration of the City of Adrian, Michigan’s internal control over financial reporting and on
our tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements
and other matters. The purpose of that report is to describe the scope of our testing of internal control
over financial reporting and compliance and the results of that testing and not to provide an opinion on
the internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards and should be considered in conjunction
with this report in considering the results of our audit.

The management’s discussion and analysis and pension plan schedule on pages 33 through 45 and page
95, 1s not a required part of the basic financial statements but are supplementary information required by
accounting principles generally accepted in the United States of America. We have applied certain
limited procedures, which consisted principally of inquiries of management regarding the methods of
measurement and presentation of the required supplementary information. However, we did not audit the
information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City of Adrian, Michigan’s basic financial statements. The introductory section, and
statistical tables are presented for purposes of additional analysis and are not a required part of the basic
financial statements. The introductory section and statistical tables have not been subjected to the
auditing procedures applied in the audit of the basic financial statements and, accordingly, we express no
opinion on them. The accompanying schedule of expenditures of federal awards is presented for
purposes of additional analysis as required by OMB Circular A-133, Audits of States, Local Governments,
and Non-Profit Organizations, and is also not a required part of the basic financial statements of the City
of Adrian, Michigan. Such information has been subjected to the auditing procedures applied in the audit
of the basic financial statements and, in our opinion, is fairly stated, in all material respects, in relation to
the basic financial statements taken as a whole.

Robertson, Eaton & Owen, P.C.

32

e



CITY OF ADRIAN, MICHIGAN
COMPREHENSIVE ANNUAL FINANCIAL STATEMENT

Management’s Discussion and Analysis
October 7, 2007

As management of the City of Adrian, we offer readers of the City of Adrian’s financial statements this
narrative overview and analysis of the financial activities of the City of Adrian for the fiscal year
ended June 30, 2007. We encourage readers to consider the information presented here in conjunction
with additional information that we have furnished in our letter of transmittal, which can be found on
pages 1-26 of this report. All amounts, unless otherwise indicated, are presented in whole dollars.

Financial Highlights

The Assets of the City of Adrian exceeded its liabilities at the close of the most recent fiscal year
by $67,137,196 (net assets). Of this amount, $8,137,965 (unrestricted net assets) may be used to
meet the government’s ongoing obligations to citizens and creditors.

The City’s total net assets increased by $2,655,102, a $2,485,983 increase in Governmental
Activities, and a $169,119 increase in Business-Type Activities. The primary contributing factors
relating to the increase in Net Assets for Governmental Activities are:

Cash and cash equivalents $ 612,315
Investments 556,308
Permanently Restricted Investments 549,356 (Swigert Senior Trust/Perpetual Care)
Land Improvements 549,950 (Burr Ponds Park Improvements)
Other 218.054

Total 52,485,983

The primary reason for the overall increase in net assets in Business-Related Activities is that
Utility Systems Construction In-Process increased by $5,288,490, more than offsetting the normal
decrease in depreciated capital assets associated with utility funds.

As of the close of the current fiscal year, the City of Adrian’s governmental funds reported
combined ending fund balances of $11,322,782, an increase of $1,409,569 in comparison with the
prior year. Following is a summary of Net Change in Fund Balance for selected Funds:

General Fund $ 79,352
Major Street Fund 346,115
Local Street Fund 308,782
Endowment Trust Fund 510,743. (Swigert Senior Trust)
Other 164,577
Total $1,409.569

The General Fund experienced an increase even though the City Commission, during the course of
FY2006-07, approved several draw downs on Fund Balance totaling $1,589,506, including those listed
below. Several have not been fully expended and those that have were more than covered by current
revenues.
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Description Authorized Expended Balance

Burr Ponds $ 819,536 $470,633 $348,903
Encumbrances & Carry-forwards 314,294 210,139 104,155
Replace Engine Pumper #1 254,582 137,967 116,615
New Telephone System 120,789 117,369 3,420
Purchase 250 W. Church Street 32,775 0 32,775
Library Fagade Expenses 30,000 25,380 4,620
Demo Heritage Park Farm House 9,350 9,350 0
Demo 451 W. Maumee 6,200 5,700 500
Demo 310 Riverside Drive 1,980 1.980 0

Total 1,589,506 $978.518 $610.988

Most of the balance will be included as Encumbrances and Carry-forwards in the FY2007-08 Budget
and will be included in the new year’s financial performance.

The favorability in the Major Street Fund ($346,115) reflects an advanced, but discounted, grant
payment in the amount of $281,250 (75% of the original grant amount-$375,000) from the Michigan
Department of Transportation (MDOT) for repaving Maple Avenue. The project is expected to be
constructed in 2009, after completion of the construction of underground pipelines associated with the
groundwater utility project. In the meantime, the funds are invested at a rate of 5.23% until needed.

Approximately three-quarters (73.3%) of the total fund balance, $8,297,016, is available for spending
at the City Commission’s discretion (unreserved fund balance).

At the end of the current fiscal year, unreserved fund balance for the general fund was $5,319,717
or forty-four (44%) percent of total general fund expenditures. Of this amount, management has
designated $4,015,000 for the following specific projects, leaving $1,304,717 in
Unreserved/Undesignated Fund Balance.

1) City Hall $2,000,000
2) DPW-Motor Pool Depreciation Catch-Up 700.000
3) Fire Department Motor Pool — Working Capital 400,000
4) Police Facility — First Year Debt Service 250,000
5) Adrian Public Library — Fagade Replacement 200,000
6) City Vehicles — Storm Damage 100,000
7 Property Acquisitions, Demolitions and Options 150,000
8) Library Elevator Repairs 50,000
9) Telecommunication Upgrades 50,000
10)  Technology Infrastructure Upgrades (GIS, Other) 50,000
11y  City Hall Roof Replacement 40,000
12)  Local Grant Match 25,000

Total $4.015,000

The City of Adrian’s total debt burden increased by $4,700,426 or twenty-seven (27%) percent
during the current fiscal year to a total of $22,102,717, equivalent to $995 per capita or 4.6% of
Personal Income. General Obligation Debt decreased $213,072, from $984,260 to $771,180, due
to retirement of debt on Storm Water Utility Bonds ($100,000), and debt service payments on
Parks & Recreation Installment Purchase Agreement ($113,072) for acquisition of the Marvin
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Farm. Outstanding Revenue Bond Debt increased by $4,913,498, from $16,418,031 to
$21,331,529 due to draw downs on the Sewer Revolving Fund Loan ($5,513,498), even though
scheduled reductions in outstanding principal were achieved due to debt service payments made on
both the Sewer Revolving Fund Loan ($365,000) and Drinking Water Revolving Fund Loan
($235,000).

Overview of the Financial Statements

These discussion and analysis are intended to serve as an introduction to the City of Adrian’s basic
financial statements. The City of Adrian’s basic financial statements comprise three components: 1)
government-wide financial statements, 2) fund financial statements, and 3) notes to the financial
statements. This report also contains other supplementary information in addition to the basic financial
statements themselves.

Government-wide Financial Statements. The government-wide financial statements are designed to
provide readers with a broad overview of the City of Adrian’s finances, in a manner similar to private-
sector business.

The Statement of Net Assets (Pages 48-49) presents information on all of the City of Adrian’s assets
and liabilities, with the difference between the two reported as net assets. Over time, increases or
decreases in net assets may serve as a useful indicator of whether the financial position of the City of
Adrian is improving or deteriorating.

The Statement of Activities (Pages 50-51) presents information showing how the City’s net assets
changed during the most recent fiscal year. All changes in net assets are reported as soon as the
underlying event giving rise to the change occurs, regardless of the timing of related cash flows. Thus,
revenues and expenses are reported in this statement for some items that will only result in cash flows
in future fiscal periods (e.g., uncollected taxes and earned but unused vacation leave).

Both of the government-wide financial statements distinguish functions of the City of Adrian that are
principally supported by taxes and intergovernmental revenues (governmental activities) from other
functions that are intended to recover all or a significant portion of their costs through user fees and
charges (business-type activities). The governmental activities of the City of Adrian include general
government, public safety, highways and streets, sanitation, economic development, and culture and
recreation. The business-type activities of the City of Adrian include water and sewer operations,
storm water utility and automobile parking activities, as well as Dial-A-Ride Transportation.

The government-wide financial statements include not only the City of Adrian itself (known as the
primary government), but also a legally separate Downtown Development Authority and a legally
separate Local Development Finance Authority for which the City of Adrian is financially accountable.
Financial information for these component units is reported separately from the financial information
presented for the primary government itself. The Dial-A-Ride transportation system and OMNI drug
enforcement unit function for all practical purposes are departments of the City of Adrian and,
therefore, have been included as an integral part of the primary government. The government-wide
financial statements can be found on pages 48-51 of this report.
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Fund Financial Statements. A fund is a grouping of related accounts that is used to maintain control
over resources that have been segregated for specific activities or objectives. The City of Adrian, like
other state and local governments, uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements. All of the funds of the City of Adrian can be divided into three
categories: governmental funds, proprietary funds and fiduciary funds.

Governmental Funds. Governmental funds are used to account for essentially the same functions
reported as governmental activities in the government-wide financial statements. However, unlike the
government-wide financial statements, governmental fund financial statements focus on near-term
inflows and outflows of spendable resources, as well as on balances of spendable resources available
at the end of the fiscal year. Such information may be useful in evaluating a government’s near-term
financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements. By
doing so, readers may better understand the long-term impact of the government’s near-term financing
decisions. Both the governmental fund balance sheet and the governmental fund statement of
revenues, expenditures and changes in fund balances provide a reconciliation to facilitate this
comparison between governmental funds and governmental activities.

The City of Adrian maintains ten individual governmental funds. Information is presented separately
in the governmental fund balance sheet and in the governmental fund statement of revenues,
expenditures and changes in fund balances for the general fund, major streets and local street funds,
and the Fee and Public-Purpose Fund, all four of which are considered to be major funds. Data from
the other six governmental funds are combined into a single, aggregated presentation. Individual fund
data for each of these non-major governmental funds is provided in the form of combining statements
elsewhere in this report. The basic governmental fund statements can be found on pages 52-55 of this
repoit.

The City of Adrian adopts an annual appropriated budget for its general fund. A budgetary
comparison statement has been provided for the general fund to demonstrate compliance with this
budget (reference pages 57-59).

Proprietary Funds. There are traditionally two different types of proprietary funds. Enterprise funds
are used to report the same functions presented as business-type activities in the government-wide
financial statements. The City of Adrian uses enterprise funds to account for its water and sewer
operations and for the Automobile Parking and Dial-A-Ride Systems, as well as the Capital Projects
Revolving Fund and Storm Water Utility Fund. Internal service funds are an accounting device
normally used to accumulate and allocate costs internally among the City of Adrian’s various
functions. The Information Technology Fund was established with the implementation of the FY2004-
05 Budget.

Proprietary funds provide the same type of information as the government-wide financial statements,
only in more detail. The proprietary fund financial statements provide separate information for the
Water System and the Wastewater System, both of which are considered to be major funds of the City
of Adrian. Conversely, the Capital Projects Revolving Fund, Dial-A-Ride, Storm Water Utility and the
Automobile Parking System funds are combined into a single, aggregated presentation in the
proprietary fund financial statements. Individual fund data for these enterprise funds is provided in the
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form of combining statements elsewhere in this report. The basic proprietary fund financial statements
can be found on pages 62-66 of this report.

Fiduciary Funds. Fiduciary funds are used to account for resources held for the benefit of parties
outside the government. Fiduciary funds are not reflected in the government-wide financial statements
because the resources of those funds are not available to support the City of Adrian’s own programs.
The accounting used for fiduciary funds is much like that used for proprietary funds.

The basic fiduciary fund financial statements can be found on page 67 of this report.

Notes to the Financial Statements. The notes provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements. The notes
to the financial statements can be found on pages 68-93 of this report.

Other Information. In addition to the basic financial statements and accompanying notes, this report
also presents certain required supplementary information concerning the City of Adrian’s progress in
funding its obligation to provide pension benefits to its employees through employer contributions and
required employee contributions. Required supplementary information can be found on page 95 of this
report.

The combining statements referred to earlier in connection with non-major governmental funds and
enterprise funds are presented immediately following the required supplementary information on
pensions. Combining and individual fund statements and schedules can be found on pages 98-136 of
this report.

The Schedule of Indebtedness can be found on pages 146-151.,

Economic Condition Reporting: The Statistical Section

The Governmental Accounting Standards Board (GASB) has issued Statement 44 regarding Economic
Condition Reporting for General Purpose Local Governments. Although the provisions of Statement
44 are effective for Statistical Sections prepared for periods beginning after June 15, 2005, the City of
Adrian met the intent of this Statement through early adoption (FY2004-05) and by improving the
understandability and usefulness of the Statistical Section information by addressing traditional
comparability issues that have developed in practice and by adding information from the new financial
reporting model for state and local governments required by Statement 34.

Statement 44 establishes the objectives of the Statistical Section and the five categories of information
it contains — financial trends information, revenue capacity information, debt capacity information,
demographic and economic information, and operating information.

This part of the City of Adrian’s comprehensive annual financial report presents detailed information

as a context for understanding what the information in the financial statements, note disclosures, and
required supplementary information says about the City’s overall financial health,
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Contents Page
Financial Trends
These schedules contain trend information to help the reader understand how the City’s
financial performance and well-being have changed over time.

Exhibit A-1  Statistical Section — Table of Contents 153
Exhibit B-1: Net Assets by Component, Last Four Years 155
Exhibit B-2: Changes in Net Assets, Last Four Years 156-157

Exhibit B-3:  Fund Balances, Governmental Funds, Last Ten Years 158
Exhibit B-4:  Changes in Fund Balances, Governmental Funds (10 Yrs) 159
Exhibit B-5  Program Revenues by Function/Program, Last Four Years 160
Exhibit B-6  Tax Revenues by Source-Govt’l Fund, Last Ten Years 161
Revenue Capacity
These schedules contain information to help the reader assess the City’s most significant local
revenue source, the property tax.
Exhibit C-1:  Assessed Value and Actual Value of Taxable Property

(Last Ten Fiscal Years) 162
Exhibit C-2:  Direct and Overlapping Property Tax Rates

(Last Ten Fiscal Years) 163
Exhibit C-3:  Principal Property Tax Payers

(Current Year and Nine Years Ago) 164
Exhibit C-4: Property Tax Levies and Collections

(Last Ten Fiscal Years) 165

Debt Capacity
These schedules present information to help the reader assess the affordability of the City’s
current levels of outstanding debt and the City’s ability to issue additional debt in the future.
Exhibit D-1:  Ratios of Outstanding Debt by Type

(Last Ten Fiscal Years) 166
Exhibit D-2:  Ratios of General Bonded Debt Outstanding

(Last Ten Fiscal Years) 167
Exhibit D-3: Direct and Overlapping Government Activities Debt

(as of June 30, 2005) 168
Exhibit D-4: Legal Debt Margin Information

(Last Ten Fiscal Years) 169
Exhibit D-5 Pledged-Revenue Coverage

(Last Ten Fiscal Years) 170

Demographic and Economic Information
These schedules offer demographic and economic indicators to help the reader understand the
environment within which the City’s financial activities take place.
Exhibit E-1: Demographic and Economic Statistics

(Last Ten Calendar Years) 171
Exhibit E-2:  Principal Employers
(Current Year and Nine Years Ago) 172
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Governmental Business-Type
Activities Activities Total
) FY2006-07 FY2005-06 FY2006-07 FY2005-06 FY2006-07 FY2005-06
" Current and Other Assets $12,728,725 $11,048,568 $4,390,688 $3,793,710 $17,119,413 $14,842,278
. Capital Assets 25,094,701 24,160,671 49.177,925 44,841,286 75,272,626 69,001,957
Total Assets $37,823,426 $35,209,239 $53,568,613 $48,634,996 $91,392,039 $83,844,235
Long-Term Liabilities $1,185,775 $1,197,620 $21,446,106 $16,659,734 $22,631,881 $17,857,354
Other Liabilities 978,876 838,827 844,086 665,960 1,622,962 1,504,787
Total Liabilities $2,164,651 $2,036,447 $22,090,192 $17,325,694 $24,254,843 $19,362,141
Net Assets:
Invested in Capital Assets $24,323,513 $22,276,411 $27,846,396 $28,323,256 $52,169,909 $51,599,667
(Net of Related Debt)
Restricted 5,199,264 3,869,047 1,630,058 1,417,981 6,829,322 5,287,028
Unrestricted 6,135,998 6,027,334 2,001,967 1,568,065 8,137,965 7,595,389
Total Net Assets $35,658,775 $33,172,792 $31,478,421 $31,309,302 $67,137,196 $64,482,094

Operating Information
These schedules contain service and infrastructure data to help the reader understand how the
information in the City’s financial report relates to the services the City provides and the
activities it performs.
Exhibit F-1:  Full-Time Equivalent City Government Employees by

Function/Program (Last Ten Fiscal Years) 173
Exhibit F-2:  Operating Indicators by Function/Program

(Last Ten Fiscal Years) 174
Exhibit F-3:  Capital Asset Statistics by Function/Program

(Last Ten Fiscal Years) 175

Government-wide Financial Analysis

As noted earlier, net assets may serve over time as a useful indicator of a government’s financial
position. In the case of the City of Adrian, assets exceeded liabilities by $67,137,196 at the close of
the most recent fiscal year.

By far the largest portion of the City of Adrian’s assets (82.0%) reflects its investment in capital assets
(i.e., land, buildings, machinery and equipment), less any related debt used to acquire those assets that
is still outstanding. The City of Adrian uses these capital assets to provide services to citizens;
consequently, these assets are rot available for future spending. Although the City of Adrian’s
investment in its capital assets is reported net of related debt, it should be noted that the resources
needed to pay this debt must be provided from other sources, since the capital assets themselves cannot
be used to liquidate these liabilities.

CITY OF ADRIAN’S NET ASSETS

An additional portion of the City of Adrian’s net assets, ten and two-tenths (10.2%) percent, represents
resources that are subject to external restrictions on how they may be used. The remaining balance of
unrestricted net assets ($8,137,965) may be used to meet the City’s ongoing obligations to citizens and
creditors, At the end of the current fiscal year, the City of Adrian is able to report positive balances in
all three categories of net assets, both for the government as a whole, as well as for its separate
governmental and business-type activities. The same situation held true for the prior fiscal year.
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Change in Net Assets. As explained earlier under Financial Highlights, the City’s total net assets
increased by ($2,655,102). A summary of this increase, segregating Governmental Activities and
Business-Type Activities, as well as a comparison with prior year’s actual, follows:

CITY OF ADRIAN’S CHANGES IN NET ASSETS

Governmental Business-Type
Activities Activities Total
FY2006-07 FY2005-06 FY2006-07 FY2005-06 FY2006-07 FY2005-06

Revenues:
Program Revenues:

Charges for Services $2,685,360 $2,665,853 $7,225,375 $6,038,536 $9,910,735 $8,704,389

Operating Grants & Contribtns. 1,955,976 890,496 239,326 228,039 2,195,302 1,118,535

Capital Grants & Contributions 1,027,519 69,014 74,819 110,932 1,102,338 179,946
Total Program Revenues $5,668,855  $3,625,363  $7,539,520 $6,377,507 $13,208,375 $10,002,870
General Revenues:

Property Taxes $7,070,336  $6,869,387 $7,070,336 $6,869,387

Other Taxes 3,682,914 3,717,523 3,682,914 3,717,523

Grants & Contributions not 13,336 75,785 13,336 75,785

Restricted to Specific Programs

Unrestricted Investment Earnings 549,528 358,274 $109,417 $67,409 658,945 425,683
Total General Revenues $11,316,114 $11,020,989 $109,417 $67,409 $11,425531 $11,088,378
Total Revenues $16,984,969 $14,646,332  $7,648,937 $6,444,916 $24,633,906 $21,091,248

Governmental Activities Bus-Type Activities Total
FY2006-07 FY2005-06 FY2006-07 FY2005-06 FY2006-07 FY2005-06

Expenses:

General Government $2,511,362 $2,450,722 $2,511,362 $2,450,722

Public Safety 5,011,563 4,912 898 5,011,563 4,912,898

Public Works 1,169,030 1,122,058 1,169,030 1,122,058

Culture and Recreation 1,871,000 2,447,601 1,871,000 2,447 601

Other Services 2,105,016 1,668,073 2,105,016 1,668,073

Community/Economic 543,450 599,690 543,450 599,690
Development

Highways, Streets & Bridges 1,153,185 2,418,910 1,153,185 2,418,910

Interest on Long-Term Debt 27,014 3,112 27,014 3,112

Wastewater System $3,788,575 $3,731,181 3,788,575 3,731,181

Water System 2,984,185 2,924,884 2,984,185 2,924,884

Dial-A-Ride System 487,901 455,245 487 901 455,245

Auto Parking System 91,961 116,399 91,961 116,399

Storm Water Utility 234,562 227,688 234,562 227,688
Total Expenses $14,391,620 $15,623,064 $7,587,184 $7,455,397 $21,978,804 $23,078,461

Transfers -107,366 -120,930 107,366 120,930 0 0
Increase/(Decrease) in Net $2,485,983 ($1,097,662) $169,119 ($889,551) $2,655,102 ($1,987,213)
Assets
Net Assets - Beginning $33,172,792 $34,270,454 $31,309,302 $32,198,853 $64,482,094 $66,469,307
Net Assets - Ending $35,658,775 $33,172,792 $31,478,421 $31,309,302 $67,137,196 $64,482,094
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Financial Analysis of the Government’s Funds
As noted earlier, the City of Adrian uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements.

Governmental Funds. The focus of the City’s governmental funds is to provide information on near-
term inflows, outflows, and balances of spendable resources. Such information is useful in assessing
the City of Adrian’s financing requirements. In particular, unreserved fund balance may serve as a
useful measure of a government’s net resources available for spending at the end of the fiscal year. As
of the end of the current fiscal year, the City of Adrian’s governmental funds reported combined
unreserved fund balances of $8,297,016, an increase of $512,161 in comparison with the prior year.
The net increase is mainly attributable to a $460,000 private donation from the Thelma H. Swigert
Estate (Probate Case #11-0149-010). Pursuant to Mrs. Swigert’s final will and testament, the
aforementioned funds were bequeathed to the City of Adrian to be used for “an adult community
center...for the improvement or refurbishing of said center, or...in an endowment so that the income
may be used for operating expenses”. Approximately three-quarters (73%) of the total fund balance,
$11,322,782, is available for spending at the City Commission’s discretion (unreserved fund balance).
The remainder of the fund balance is reserved to indicate that it is not available for new spending
because it has already been committed 1) to liquidate contracts and purchase orders of the prior period
($1,733,336), 2) for inventories and prepayments ($184,135), 3) to generate income to pay for the
perpetual care of the municipal cemetery ($794,956), 4) debt service on loans ($217,967) or 5) for a
variety of other restricted purposes ($95,342).

The General Fund is the chief operating fund of the City of Adrian. At the end of the current fiscal
year, unreserved fund balance of the General Fund was $5,319,717, while total fund balance reached
$6,123,518, an increase of $79,352. The primary reason is that General Fund operating subsidy to the
Automobile Parking System was reduced to $6,000, $133,000 less than the prior year. As a measure
of the General Fund’s liquidity, it is instructive to compare both unreserved fund balance and total
fund balance to total fund expenditures. Unreserved fund balance represents forty-four (44%) percent
of the total General Fund expenditures, while total fund balance represents fifty (51%) percent of that
same amount.

Other Governmental Funds include Major Streets, Local Streets, and Fee & Public Purpose Funds, as
well as other minor funds, such as Perpetual Care and Endowment Funds. Collectively, their fund
balances increased by $1,330,217, to $5,199,264. The favorability in the Major Street Fund -
$346,115 - reflects additional grant funding associated with reconstruction of Beecher Street, for
which the final bills were not submitted by the close of the fiscal year, as well as increased investment
earnings related to the investment of idle cash. The favorability in the Local Street Fund - $308,782 -
reflects increased special assessments related to the annual street improvements, as well as a reduced
work program. The Endowment Trust Fund favorability - $510,743 - again, reflects the Swigert
Senior Trust donation.

Proprietary Funds. The City of Adrian’s Proprietary Funds provide the same type of information
found in the government-wide financial statements, but in more detail.

Net assets of the Wastewater Fund at the end of the year amounted to $15,925,554, a decrease of
$259,541, attributable to a planned draw down on Retained Earnings to cover increased debt scrvice
expenses related to implementation of a Wastewater System Improvement Project Plan, thereby
minimizing user rate increases. The Water System experienced an $304,511 increase in net assets,
from $11,240,75 to $11,545,261, primarily due to increased revenue from charges for services.
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The total growth in all other Proprietary Funds was $124,149, including Storm-Water Utility,
Automobile Parking System, Dial-A-Ride System and Capital Projects Revolving Fund. Other factors
concerning the finances of these funds have already been addressed in the discussion of the City of
Adrian’s business-type activities.

General Fund Budgetary Highlights
Differences in the original budget and the final amended budget amounted to a $1,743,083 increase in
appropriations and can be briefly summarized as follows:

Revised Budget for Burr Ponds $706,035
Encumbrances & Carry Forwards 314,294
Replace Engine Pumper #1 254,582
Telephone System 120,789
Firefighters Assist Act Grant 75,915
Tax Collection Fees 58,000
Investment Income 50,000
Senior Center Air Conditioning-
Donation 42 668
Purchase 250 W. Church Street 32,775
Library Fagade Expenses 30,000
Tow & Impound Fees (20,000}
Emerald Ash Borer Grant 17,750
Livescan Applicant Fingerprinting 13,800
Purchase Unmarked Police Vehicle- Insurance
Recovery 11,500
Demo Farm House (Heritage Park) 9,350
Demoilition - 451 W. Maumee 6,200
School Election Fees 5,000
Canine Unit-Drug Forfeiture 4,700
Grave Openings - Cemetery Rate Changes 3,500
Endowment Trust - Library 3,000
Demoiition - 310 Riverside Drive 1,980
Taser Unit Warranties-Drug Forfeiture 1,245
$1,743,083

The above listed appropriations were budgeted from available fund balance. During the year,
however, revenues exceeded budgetary estimates and expenses were less than budgetary estimates,
thus reducing the need to draw upon existing fund balance.

Significant variances between the Amended Budget and Actual Revenue and Expenditures are
identified and explained as follows:;

Revenue:

Compared to the Amended Budget, actual revenue was unfavorable by ($1,076,154). The significant
variances are explained as follows:
- Uncollected Personal Property Taxes amounted to $227,301 (equivalent to 3.4% of total
taxes), due to poor economic conditions.
- Miscellaneous Revenue was unfavorable $(955,779), which includes authorized
appropriations from Prior Year Revenue such as renovation of Burr Ponds ($819,536) and
replacement of Fire Engine Pumper #1 ($254,582).
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Expenditures:
Compared to the Amended Budget, actual expenditures were favorable by $1,662,705. The significant
variances are explained as follows:

- General Government operations were favorable $125,003, with the City Assessor favorable
by $38,722 due to less than expected cost for the reappraisal contract and Human
Resources favorable $88,128 due to less than expected cost of union contract negotiations.

- Public Safety operations were favorable by $212,891, with the Fire Department favorable
$184,448 due to unspent capital equipment grant funds.

- Public Works operations were favorable by $93,615, with the Motor Vehicle Pool
favorable $136,398 due to distribution of increased cost of fuel and equipment rental to
user departments, partially offset by less than expected distribution of DPW salaries and
wages (5$45,866).

- Culture and Recreation operations were favorable by $266,872, due to turnover and
committed but unspent capital purchases in the Department of Parks and Recreation -
$176,136 — as well as turnover in the Parks & Forestry Department - $65,528.

- Non-Departmental expenditures were favorable by $934,324, primarily due to partial
completion of the Burr Ponds Project and committed but unspent Park Capital
Improvement projects.

Other Financing Sources (Uses):
- Transfer-In unfavorable ($506,654) due to postponement of Burr Pond Project.

Capital Asset and Debt Administration

Capital Assets. The City of Adrian’s investment in capital assets for its governmental and business-
type activities as of June 30, 2007 amounts to $74,272,626 (net of accumulated depreciation),
representing a year-to-year increase of $5,270,669. Governmental Activities increased $934,030,
from $24,160,671 to $25,094,671, primarily due to land improvements at Burr Ponds Park - $549,950,
as well as increase in the value of the City’s infrastructure related to Road improvements - $793,793.
Business-Type Activities increased $4,336,639, from $44,841,286 to $49,177,925. The nature of the
Business-Type Activities increase is primarily related to Sewer and Water System improvements,
financed by low-interest loans from the State of Michigan. This investment in capital assets includes
land, buildings and improvements, machinery and equipment, and park facilities, as well as roads,
highways and bridges, and water/wastewater infrastructure. The total increase in the City of Adrian’s
investment in capital assets for the current fiscal year was 9.1 percent (a 3.9 percent increase for
governmental activities and a 9.7 percent increase for business-type activities).

A summary of the City of Adrian’s Capital Assets is provided on the next page. Additional

information regarding the City of Adrian’s capital assets can be found in note Note 3.C. (pages 79-81)
of this report.
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CITY OF ADRIAN'S CAPITAL ASSETS

(net of depreciation)
Governmental Business-Type
Activities Activities Total
2007 2006 2007 2006 2007 2006

Land $7,571,137  $7,571,138 $ 927,460 $ 904,592 $8,498,597  $8,475,730
Land 6,172,112 5,622,162 1,032,890 1,064,916 7,205,002 6,687,078
Improvements
Buildings and 1,749,127 1,831,430 82,933 0 1,832,060 1,831,430
Systems
Utility Systems 0 0 37,590,549 38,522,395 37,590,549 38,522,385
Machinery & 4,221,486 4,548,895 160,928 254,708 4,382,414 4,803,603
Equipment
Infrastructure 5,380,839 4,587,046 0 0 5,380,839 4,587,046
Construction - 0 0 4,094,675 9,383,165 9,383,165 4,094,675
in-Progress
Total Capital $25,094,701 $24,160,671 $44,841,286 $49,177.925 $74,272,626 $69,001,957
Assets

Long-Term Liabilities. At the end of the current fiscal year, the City of Adrian had total long-term
liabilities of $22,675,119, an increase of $4,818,395 over the prior year. Of this amount, $771,188
comprises debt backed by the full faith and credit of the City, a decrease of $213,072 due to the
retirement of $100,000 remaining on an $800,000 bond issue for Storm Water Utility and payment of
debt service on an $1,200,000 installment purchase contract through the Bank of Lenawee for the
acquisition of park property in Adrian and Madison Townships (since annexed to the City), which will
be completely repaid by 2013. Of the total outstanding debt, $21,331,529 represents bonds secured
solely by specified revenue sources (i.e., revenue bonds), a year-to-year increase of $4,913,498, funds
used to upgrade the City’s Wastewater System. In addition, Accrued Sick and Vacation Compensation
amounts to $572,402, an increase of $117,339 over the prior year. The City recently engaged a health
benefit consultant (Kapnick Insurance Company) and, as a result, is examining the possibility of
changing its accrued sick & vacation policies in favor of short- and long-term disability programs.

CITY OF ADRIAN'S LONG-TERM LIABILITIES
General Obligation and Revenue Bonds
Instaliment Purchase Obligations
Accrued Sick and Vacation

Governmental Business-Type
Activities Activities Total
2007 2006 2007 2006 2007 2006
General Obligation 3 0§ 0 $ 0 $ 100,000 $ 0 $ 100,000
Bonds
Revenue Bonds 0 0 21,331,529 16,418,031 21,331,529 16,418,031
Instaliment Purchase 771,188 884,260 0 0 771,188 884,260
Accrued Sick & Vacation 457,824 313,360 114,578 141,703 572,402 455,063
Total Long-Term $1,229,012 $1,197,620 $21,446,107 $16,659,734 $22,675,119 $17,857,354
Liabilities
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On June 30, 2004, the City of Adrian had a number of debt issues outstanding. These issues consisted
of general obligation debt and revenue bonds. The City has maintained an Al bond rating from
Moody’s Investor Services and an A rating from Standard & Poor’s on general obligation issues.
Under current State statutes, the City’s general obligation outstanding debt amount is subject to a legal
limitation based on 10 percent of total assessed value of real and personal property. As of June 30,
2007 the City’s net general obligation bond and installment debt of $771,188 was well below the legal
limit of $44,301,192 and General Obligation debt per capita equaled $34.71, a year-to-year decrease of
$9.60. During the year, the City issued no new General Obligation bonds.

Additional information on the City of Adrian’s long-term debt can be found in Note 3 on pages 84-89
of this report.

Economic Factors and Next Year’s Budgets and Rates

e The FY2007-08 Budget Recommendation was submitted at a time when economic conditions were
stagnant and property values in a state of decline.

® Michigan’s unemployment rate for August stood at 7.4 percent, the highest monthly jobless-rate
since September, 1993.
Michigan’s unemployment continued to lead the nation, which stood at 4.6%.
The unemployment rate for Lenawee County jumped to nine (9.0%) percent in July compared to
6.2 percent a year ago.

¢ Lenawee County’s labor force stands at 50,250, down by !,350 since July 2006. The number of
employed workers in the County is estimated at 45,725, a decline of 1,200 from last year.

¢ Inflationary trends in the region compare favorably with national indices.

All of these factors were considered in preparing the City of Adrian’s budget for the 2007-08 fiscal
year. Also during the current fiscal year, unreserved fund balance in the General Fund stands at
$5,319,717 or forty-six (44%) percent of total general fund expenditures. For the first time in four
years, the City of Adrian has not appropriated any funds from the Unrestricted Fund Balance amount
for spending in the ensuing fiscal year budget, compared with $131,327 last year and $375,342 the
year before that. With an overall tax decrease of .0873 mills, good stewardship has been reflected in
the management of City finances.

Water and Sewer Rates were increased by the City Commission (Resolution No. R07-056 dated March
5, 2007) effective April 1, 2007, reflecting the need to fund increased debt service for infrastructure
improvements to both systems, as well as compensating for the anticipated sales volume decrease
attributable to Madison Township’s construction of a redundant waste water treatment system that is
diverting flows from the Gus Harrison State Correctional Facility. For a typical customer using eight
units (100cf), which is approximately 6,000 gallons per month, the water bill increased $2.00 per
month and the sewer bill increased $3.78 per month.

Requests for Information

This financial report is designed to provide a general overview of the City of Adrian’s finances for all
those with an interest in the City’s finances. Questions concerning any of the information provided in
this report or requests for additional information should be addressed to the Office of the Finance
Director, 100 E. Church Street, Adrian, Michigan 49221 or call 517-264-4824 or e-mail:
Jpardee@ci.adrian.mi.us
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(PAGE 1 OF 2)
CITY OF ADRIAN, MICHIGAN

STATEMENT OF ACTIVITIES

For Fiscal Year Ended June 30, 2007

With Comparative Totals for Fiscal Year Ended June 30, 2006

PROGRAM REVENUES
Operating Capital
Charges For Grants And Grants And
Expenses Services Contributions Contributions
Functions/Programs
Primary Government:
Governmentat activities:
General government § 2,511,362 $ 1,039,539 b3 b
Public safety 5,011,563 437977 162,538
Public works 1,169,030 1,963
Culture and recreation 1,871,000 474,798 1,669,298
Qther services 2,105,016 248,438 64,108
Community/economic development 543,450 365,518 60,032 262,194
Highways, streets, and bridgcs 1,153,185 117,127 765,325
[nterest on long term debt 27.014
Total governmental activities 14,391,620 2,685,360 1.955.976 1.027,519
Business-type Activities:
Wastewater systcm 3,788,575 3,461,125
Water system 2,984,185 3,273,365
Dial-A-Ride system 487,901 99,806 234,326 74,819
Automobile parking system 91,961 110,481 5,000
Storm water utility 234,562 280,598
Total business-type activities 7,587,184 7,225375 239326 74.819
Total primary government 1,.978.804 $ 9910735 $ 2195302 1,102
Component Units:
Downtown Development Authority § (279,275 $ $ b
Local Development Finance Authority (121,676)
Total corrponent units $  (400951) 5 - 3 - b -

General Revenues:
Property taxes
Sales tax
Motor vehicle fuel tax
Grants and contributions not restricted to specific programs
Unrestricted investment eamings
Transfers

Total general revenues and transfers

Change in net assets

Net assets — beginning of year

Net assets — end of year

The notes to the financial statements are an integral part of this statement.
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(PAGE 2 OF 2)
CITY OF ADRIAN, MICHIGAN

STATEMENT OF ACTIVITIES

For Fiscal Year Ended June 30, 2007
With Comparative Totals lor Fiscal Year Ended June 30, 2006

NET (EXPENSE) REVENUE AND
CHANGES IN NET ASSETS

PRIMARY GOVERNMENT COMPONENT UNITS
Governmental Business-type Totals Downtown Local Development
Activities Activities 2007 2006 Development Authority Finance Authority
$ (1,471,823) $ (1,471,823) § (1,472,721) $ $
(4,411,048) (4,411,048 (4,317,679)
(1,167,067) (1,167,067) (1,094,186)
273,096 273,096 (1,296,926)
(1,792,470) (1,792,470) (1,459,027)
144,294 144,294 (130,086)
(270,733) (270,733) (2,223,964)
(27,014} (27.014) (3.112)
(B,722,765) - (8,722.763) (11.997.701) - -
(327,450) (327,450} (1,019,419)
289,180 289,180 (14,220)
(78,950) (78,950) (28,684)
23,520 23,520 (69,558)
46,036 46,036 53.991
- (47.664) (47,664) (1,077,850) _ - -
$  (8.722.763) 3 {47.664) b (8.770.429) 1 591 s - $F -
5 $ $ (279,275) $
121,676}
s ___ - b - 3 (279.275) $ (121,676)
7,070,336 7,070,336 292,188 123,735
2,383,155 2,383,155
1,299,759 1,299,759
13,336 13,336 16,182
549,528 109,417 658,945 15,183 : 1,744
(107.366) 107,366 -
11,208,748 216.783 11,425,531 11,088,378 323,553 125479
2,485,983 169,119 2,655,102 (1,987,213) 44,278 3.803
33,172,792 31,309,302 64,482,094 66,469,307 545,927 339
$ 35658775 $ 31478421 $ 613709 $ 64482004 $ 500205 s 4w
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CITY OF ADRIAN, MICHIGAN

RECONCILIATIONS OF THE BALANCE SHEET OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF NET ASSETS

June 30, 2007 and 2006

Amounts reported for governmental activities in the Statement
of Net Assets are different because:

Capital assets used in governmental activities
are not financial resources and, therefore,
are not reported in the governmental funds.

Personal property taxes receivable are not expected
to be collected in the current period and, therefore,
deferred in governmental funds (presented net of
allowance for uncollectibles).

Accrued interest payable on long term debt is
recognized in governmental funds when paid
and not when accrued.

Long-term portion of accrued sick and vacation
pay liability are not due and payable in the
current period and, therefore, are not reported
in the governmental funds.

Bond and loan indebtedness are recognized in
the governmental funds when paid and not
when accrued.

Internal Service Fund (Information Technology
Fund) is used by management to charge
the costs of management information
systems to individual funds. The assets
and liabilities of the Internal Service Fund
are included in governmental activities in
the Statement of Net Assets.

Net differences
Total fund balance in governmental funds

Total net assets of governmental activities

The notes to the financial statements are an integral part of this statement.

2007 2006
$ 25,094,701 $ 24,160,671
8,665 15,000
(27,014) (31,167)
(414,587) (313,360)
(771,188) (884,260)
445416 312.695
24,335,993 23,259,579
11.322.782 9.913.213
$ 35,658,775 $ 33,172,792
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CITY OF ADRIAN, MICHIGAN

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES

For Fiscal Years Ended June 30, 2007 and 2006

Amounts reported for governmental activities in the
Statement of Revenues, Expenditures and Changes
in Fund Balances are different because:

Net change in fund balance — b

Government funds report capital outlays as expenditures.
However, in the Statement of Activities, the cost of
those assets is allocated over their estimated useful
lives and reported as depreciation expense. This is
the amount by which depreciation exceeded
capital outlay in the current period. (Total depreciation
$1,554,997 less total capital outlay
($2,489,028).

Revenue in the Statement of Activities that do not
provide current financial resources are not reported
as revenue in the governmental funds — net effect
on recognizing accrued personal property taxes.

This issuance of long-term debt (e.g. bonds) provides
current financial resources to governmental funds,
while the repayment of the principal of long-term
debt consumes the current financial resources of
governmental funds. Neither transaction, however,
has any effect on net assets. Also, governmental
funds report the effect of issuance costs, premiums,
discounts, and similar items when debt is first issued,
whereas these amounts are deferred and amortized
in the Statement of Activities. This amount is the
This amount is the net effect of these differences in
the treatment of long-term debt and related items.

Debt incurred during current year
Less: Principal repayment

113,072

Net 113.072

Some expenses reported in the Statement of Activities
do not require the use of current financial resources
and, therefore, are not reported as expenditures in
governmental funds.

Accrued interest — net effect
Accrued long-term sick and vacation — net effect

Internal Service Fund is used by management to
charge the costs of management information
systems to individual funds.

Change in net assets in governmental activities

The notes to the financial statements are an integral part of th51s6 statement.

2007

$ 1,409,569 $

934,031
(6,335)
728.101
113,072 728.101
4,153
(101,228)

132,721

§ 2,485,983

2006

$  (525,187)

(1,477,938}

728,101

38,202
(49,731)

188,891

$ (1,097,662)

s



(Page 1 of 3)
CITY OF ADRIAN, MICHIGAN

GENERAL FUND

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE -
BUDGET AND ACTUAL

For Fiscal Year Ended June 30, 2007

Budgeted Amounts Variance with
Final Budget -
Original Final Actual Amounts Paositive (Negative
Revenues:
Taxes $ 6,708,928 $ 6,766,928 $ 6,539,627 $ (227,300
Other tax related revenue 81,000 81,000 100,373 19,373
Licenses and permits 235,900 233,900 279,866 43,966
Intergovernmental 2,448,000 2,541,665 2,543,182 1,517
Charges for services 62,900 85,200 74,099 (11,101)
Uses and admission charges 138,800 338,800 340,765 1,965
Fines and fees 295,000 275,000 248,759 (26,241)
Investment earnings 250,000 300,000 377,447 77,447
Miscellaneous 560,527 1,525,810 570,031 (955,779)
Contributions from DDA 10,000 10,000 10,000 -
Total revenues 10,991.055 12,160,303 11.084.149 (1.076.154)
Expenditures:
Current:
General Government:
City Commission 146,409 151,224 140,829 10,395
City Administrator 224,446 226,029 213,694 12,335
Election Department 25,800 29,800 20,722 9,078
Finance Department 328,700 328,964 335,147 (6,183)
City Assessor 305,178 305,178 266,456 38,722
City Attorney [48,959 149,592 146,003 3,589
City Clerk 153,064 153,686 168,561 (14,875)
Human Resources 245,514 268,514 180,386 88,128
City Hall 150,000 161,110 171,234 (10,124)
Cemetery 397,740 407.195 413,257 {6,062)
Total general government 2.125.810 2,181,292 2,056,289 125.003
Public Safety:
Police Department 2,905,978 2,948,850 2,932,347 16,503
Fire Department 1,514,060 1,861,392 1,676,944 184,448
[nspection Department 492935 501,789 489,849 11,940
Total public safety 4912.973 5,312,031 5,099,140 212.891
Total expenditures
carried forward 7.038.783 7.493.323 7.155.429 337.894

The notes to the financial statements are an integral parfS ’(I)f this statement.



STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE -

Total expenditures
carried forward

Public Works:
Department of Public Works
Stores - Central Supply
Motor Vehicle Pool
Engineering
Street Lighting
Winter Maintenance
Waste Collection and Disposal

Total public works

Culture and Recreation:
Recreation Department
Parks and Forestry Department
Parks and Forestry — Heritage
Park
Fee Estate Maintenance
Library

Total culture and recreation
Other Services:
Planning Commission
Beautification — Parks (Fee)
Park Capital
Other Projects
Other
Total other services
Debt Service:
Principal
Interest
Total debt service

Total expenditures

Excess (deficiency) of revenues
over (under) expenditures

(PageZof 3)
CITY OF ADRIAN, MICHIGAN

GENERAL FUND

BUDGET AND ACTUAL

For Fiscal Year Ended June 30, 2007

Budgeted Amounts

Original Final
7.038.783 7493323
238,667 238,825
(61,400} (55,671)
92,198 94,257
129,100 138,100
2,000 2,000
748.500 708,577
1,149,065 1.126.088
1,026,479 1,171,380
535,843 557,264
152,875 164,225
677,205 692,256
751,692 789,258
3,144,094 3,374,383
30,700 33,770
167,000 1,000,391
160,500 302,968
27,248 60,436
83563 122,677
469,011 1,520,242
113,072 143,072
31.167 31,167
144,239 174,239
11,945,192 13,688,275
(954,137} (1,527,972)

The notes to the financial statements are an integral part of thisS%tatement.

Actueal Amounts

7.155.429

284,691
1,646
(192,069)
145,567
132,241

660,397
1,032,473
995,244
491,736
152,584
678,689
760,535

3.078,788

30,734
495,547
36,281
24,379
27.700

614,641

113,072

31.167

144,239

12,025,570

(941,421)

Variance with
Final Budget -

Positive (Negative

337.894

(45,866)
(1,646)
136,398
(51,310)
5,859
2,000

48,180

93,615

176,136
65,528

11,641
13,567

28.723

295,595

3,036
504,844
266,687

36,057

94977

—_ 905,601

30,000

30.000

1,662,705

586,551
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STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE -

Other financing sources (uses):
Transfers in
Transfers out

Total other financing
sources (uses)

Net change in fund balance
Fund balance at beginning of year

Fund balance at end of year

(Page 3 of 3)
CITY OF ADRIAN, MICHIGAN

GENERAL FUND

BUDGET AND ACTUAL

For Fiscal Year Ended June 30, 2007

Budgeted Amounts

Original

1,083,003
(128.866)

954,137

6.044.166

8 6,044,166

Final

1,770,330
(242,367)

1,527.972

6,044,166

$_ 6,044,166

The notes to the financial statements are an integral part osg this statement.

Actual Amounts

1,263,685

(242,912)

1,020,773
79,352

6.044.166

—_— T

$_ 6123518

Variance with
Final Budget -

Positive (Negative)

(506,654)
(545)

(507,199
79,352

$ 7035



CITY OF ADRIAN, MICHIGAN
MAJOR STREETS SPECIAL REVENUE FUND

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE -
BUDGET AND ACTUAL

For Fiscal Year Ended June 30, 2007

Variance with
Final Budget -

Budgeted Amounts

Original Final Actual Amounts Positive (Negative
Revenues:
Intergovernmental - State $ 1,054,000 $ 1,529,000 $ 1,683,775 $ 154,775
Investment eamings 20,000 20,000 86,135 66,135
Other 136.887 1,325.640 (1.325.640)
Total revenues 1,210,887 2,874,640 1.769.910 (1.104.730)
Expenditures:
Highways, streets, and bridges:
Street construction 482,507 2,004,969 697,506 1,307,463
Routine maintenance — streets 160,475 160,475 104,467 56,008
Routine maintenance — bridges 20,000 20,000 16,005 3,995
Maintenance — State trunklines 62,789 62,789 57,780 5,009
Traffic service 87,930 94,680 132,587 (37,907}
Winter maintenance 96,966 96,966 66,545 30,421
Administration 61,365 61,365 38,619 22,746
Non-motorized transportation 48.894 183,435 120,325 63,110
Total expenditures 1,020,926 2,684,679 1,233,834 1,450,845
Excess (deficiency) of revenues
over (under) expenditures 189,961 189.961 536,076 346,115
Other financing sources (uses):
Transfers out (189.961) (189.961) (189.961) -
Total other financing sources
(uses) (189961} (189961 (189,961) -
Net change in fund balance - - 346,115 346,115
Fund balance — beginning of year 2,102,753 2,102,753 .. 2102753
Fund balance - end of year $ 2102753 $ 2102753 $ 2,443,868 $ 346115

The notes to the financial statements are an integral part of thisﬁ%tatement.
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CITY OF ADRIAN, MICHIGAN
LOCAL STREETS SPECIAL REVENUE FUND

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE -
BUDGET AND ACTUAL

For Fiscal Year Ended June 30, 2007

Variance with
Final Budget -

Budgeted Amounts

Original Final Actual Amounts Positive (Negative
Revenues:
Intergovernmental - State $ 402,600 $ 402,600 $ 389,361 §  (13,239)
Special assessment 23,295 109,295 109,075 (220)
Investment earnings 100 100 688 588
Other 317,572 (317,572)
Total revenues 425995 829.567 499,124 (330,443)
Expenditures:
Highways, streets, and bridges:
Sidewalks 64,600 64,600 19,644 44956
Street construction 533,684 504,535 368,735 535,800
Routine maintenance — streets 287,522 320,243 271,317 48,926
Routine maintenance — bridges 813 813 813
Traffic service 44,824 44,824 25,794 19,030
Winter maintenance 81,375 81,375 48,094 33,281
Administration 47207 47,207 41.719 5488
Total expenditures 1,060,025 1,463,597 775,303 688,294
Deficiency of revenues
under expenditures (634.030) (634.030) (276,179} 357.851
Other financing sources (uses):
Transfers in 634,030 634.030 584961 (49,069)
Total other financing
sources (uses) 634.030 634.030 584,961 (49,069)
Net change in fund balance - - 308,782 308,782
Fund balance — beginning of year 79,815 79,815 79.815
Fund balance — end of year 3 719,815 S 19,815 § 388597 § 308,782

The notes to the financial statements are an integral part 06fl this statement.



ASSETS:

Current assets:
Cash and cash equivalents
Investments
Receivables:
Accounts
Special assessments
Deferred assessments
State of Michigan - SRF
Due from other funds
Due from other governments
Due to component unit
Inventories
Prepaid expense

Restricted assets available
for current liabilities:
Customer deposit — cash
Bond interest and redemp-
tion account - investment
Bond interest and redemp-
tion account — cash

Total current assets

Noncurrent assets:
Restricted investments
Bond reserve - cash
Bond reserve - investment
Replacement account —
Investment

Total noncurrent
restricted assets

Capital assets:
Land
Building
Utility systems
Land improvements
Equipment
Less: Accurnulated
depreciation
Construction in progress

Net capital assets
Total nencurrent assets

Total assets

(PAGE 1 OF 2)

CITY OF ADRIAN, MICHIGAN

STATEMENT OF NET ASSETS

PROPRIETARY FUNDS

June 30, 2007

With Comparative Totals for June 30, 2006

GOVERNMENTAL
BUSINESS-TYPE ACTIVITIES — ENTERPRISE FUNDS ACTIVITIES
Other Totals
Wastewater Water Enterprise Proprietary Funds Information
System System Funds 2007 2006 Technology
$ 181,278 % 18,753  § 228,607 $ 428,638 $ 946,341 $ 435113
121,567
534,552 545,864 707 1,081,123 684,010
491,171 491,171 409,804
68,501 22,629 91,130 91,130
402,410 402410
233 77,900 78,133 55,900 12,034
46,204 46,204 45,158
5,000 5,000 1,132
168,925 168,925 143,030
3,134 7774 10,908 10,035
1,189,875 764,178 849,589 2,803,642 2,506,975 448,279
17,155 17,155 15,580
410,488 410,488 328,450
20,667 211,156 231823 210,875
1,621,030 992,489 849,589 3.463.108 3,061,880 448,279
62,664 62,664 36,965
290,934 114,368 405,302 327,660
500,000 100,000 600,000 600.000
790,934 277,032 - 1.067.966 964,625 -
163,164 102,928 661,368 927.460 904,592
86,864 86,804
36,688,238 22,671,864 2,380,243 61,740,345 62,116,767
1,582,008 1,582,008 1,582,008
682,607 682,607 717,521
(15,098,566) (7,980,139) (2,145,819) (25,224,524) (24,574,278)
8,665,772 717,393 9,383,165 4,094,676
30,418,608 15,512,046 3247271 49,177.925 44,841,286 -
31,209,542 15,789,078 3247271 50,245891 45805911 -
S 32.830572 3 16781567 § 4006860 § 53.708999 § 48.867.791 §_448270

The notes to the financial statements are an integral part of this statement.
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(PAGE 2 OF 2)
CITY OF ADRIAN, MICHIGAN

STATEMENT OF NET ASSETS
- PROPRIETARY FUNDS

June 30, 2007
With Comparative Totals for June 30, 2006

The notes to the financial statements are an integral part of this statement.

63

GOVERNMENTAL
BUSINESS-TYPE ACTIVITIES — ENTERPRISE FUNDS ACTIVITIES
Other Totals
Wastewater Water Enterprise Proprietary Funds Information
LIABILITIES: Systern System Funds 2007 2006 Technology
Current liabilities:
Vouchers payable 5 429,612 b 74,320 $ 10,527 514,459 $ 530,025 5 2,863
Accrued liabilities 11,764 12,548 1,398 25,710 26,203
Due to other funds 30,753 38,847 70,786 140,386 232,795
Due to other governments 6,543 6,543 8,183
General obligation bonds
o payable — current 100,000
DWREF/SRF bonds payable -
Current 460,000 240,000 700,000 600,000
932,129 365,715 89,254 1,387,098 1,497,206 2,863
Current liabilities payable
from restricted assets:
Customer deposits
payable 17,155 17,155 15,580
Accrued interest 49063 31,156 80219 85,969
Total current liabilities 981,192 414,026 89,254 1.484.472 1,598,755 2,863
Noncurrent liabilities:
Accrued sick and
vacation pay 37,297 77,280 114,577 141,703
General obligation bonds
DWRF Bonds 7,475,000 4,745,000 12,220,000 12,835,000
SRF Bonds 8411529 8,411,529 2,983,031
Total noncurrent liabilities 15,923,826 4,822,280 20,746,106 15.959.734 -
Total liabilities 16,905,018 5,236,306 89.254 22230578 17,558,489 2,863
NET ASSETS
Invested in capital assets,
net of related debt 14,072,079 10,527,046 3,247,271 27,846,396 28,323,256
Restricted for debt service 673,026 357,032 1,030,058 817,981
Restricted for replacement 500,000 100,000 600,000 600,000
Unrestricted 680,449 561,183 760,335 2,001,967 1,568,065 445416
Total net assets $ 15925554 11.545.261 $ 4007606 § 31.47842] $ 31.309.302 $ 445416



CITY OF ADRIAN, MICHIGAN

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET ASSETS
PROPRIETARY FUNDS

For Fiscal Year Ended June 30, 2007
With Comparative Totals for Fiscal Year Ended June 30, 2006

GOVERNMENTAL
BUSINESS-TYPE ACTIVITIES - ENTERPRISE FUNDS ACTIVITIES
Other Totals
Wastewater Water Enterprise Preprietary Funds Information
System System Funds 2007 2006 Technology
Operating revenues:
Charges for services § 3392142 § 29137714 $ 456,146 § 6,762,062 $ 5,724,677 $ 521,147
Special assessments 50,988 39,022 26,045 116,075
Miscellaneous revenues 17,995 320,569 8.674 347,238 313,859 472
Total operating revenues 3,461,125 3,273.365 490,885 7225375 6,038,536 521,615
Operating expenses:
Cost of services 2,605,639 2,387,182 695,097 5,687,918 5,559,730 512,732
Depreciation 984.405 470.909 118,627 1,573.941 1,552,691
Total operating expenses 3,590,044 2,858,091 813,724 7,261.85% 7,112,421 512,732
Operating income {loss) (128.91%) 415274 (322.839) (36.484) (1,073,885 8,887
Nonoperating revenues
expenses:
Intergovernmental —
State 162,521 162,521 170,310
Intergovernmental —
Federal 71,805 71,805 57,729
Interest revenue 67,909 18,376 26,463 112,748 67,409
Interest expense (198,531) (126,094) (4,031) (328,656) (342,976)
Contribution from DDA 5.000 5,000
Total nonoperating
revenues (expenses) (130,622) {107,718) 261,758 23,418 (47,528) -
Income (loss) before
contributions and
transfers (259,541) 307,556 (61,081) (13,066) (1,121,413) 8,887
Capital contribution 74,819 74,819 110,932
Transfers in 110,411 110,411 148,285 123,834
Transfers out {3.045) (3,045} (27,355
Change in net assets (259,541) 304,511 124,149 169,119 (889,551) 132,721
Total net assets —
beginning of year 16,185,095 11,240,750 3,883,457 31,309,302 32,198.853 312,695
Total net assets —
end of year § 15925554 § 11545261 § 4007606 § 31478421 $_31.309302 3 445416

The notes to the financial statements are an integral part of this statement.
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STATEMENT OF CASH FLOWS

(PAGE 1 OF 2)
CITY OF ADRIAN, MICHIGAN

PROPRIETARY FUNDS

For Fiscal Year Ended June 30, 2007

With Comparative Totals for Fiscal Year Ended June 30, 2006

INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

GOVERNMENTAL
BUSINESS-TYPE ACTIVITIES — ENTERPRISE FUNDS ACTIVITIES
Other Totals
Wastewater Water Enterprise Proprietary Funds Information
System System Funds 2007 2006 Technology
Cash flows from operating
activities:
Cash received from custorners § 2,865,022 § 3071674 $ 463,498 § 6,400,194 $ 6,349,524 $ 516,223
Cash paid to suppliers (1,840,534) (1,372,062) (357,169} (3,569,765) (3,724,754) (528,703)
Cash paid to employees (806,939) (1,000,330) (308.955) (2,116,224) __(2.072.645)
Net cash provided by (used in)
operating activities 217,549 699,282 (202,626) 714,205 552,125 (11,480)
Cash flows from noncapital
financing activities:
Grant received — Federal 75,836 75,836 68,110
Grant received — State 157,444 157,444 186,609
Transfers from Other Fund 25,507 25,507 207,808 123,834
Contribution from DDA 5,000 5,000
Transfer to Information Tech. (3,045) (3,045)
Special assessment revenue
Provided to other funds (199,085) {199,085} (84,398
Net cash provided by noncapital
financing activities - (3.045) 64,702 61,657 378,129 123,834
Cash flows from capital and
related financing activities:
Acquisition and construction
of capital assets (5,419,908) (415,852) (5,835,760) (4,045,864)
Principal paid on general
obligation bonds (100,000) (100,000) (100,000)
Interest paid and agent fees on
general obligation bonds (2,700) (2,700) (217,261)
Special assessments 36,689 36,689 82,683
Principal paid on DWRF Bonds (365,000) (235,000) (600,000) (580,000)
Interest paid on DWRF Bonds (200,812) (127,563) (328,375) (133,312)
Bond proceeds — SRF Bonds 5,513.498 5.513.498 2,983,031
Net cash provided by (used
in) capital and related
financing aetivities (472,222) (778.415) (66.011) (1316,648) (2.010,723) -
Cash flows from investing activities:
Investment securities purchased (28,405) (9,708) {38,113)
Proeeeds on matured investment
Securities 1,213,986
Interest income 67,909 18376 23,132 109,417 67,409
Net cash provided by investing
activities 39,504 8,668 23,132 71,304 1,281,395 -

The notes to the financial statements are an integral part of this statement.
65



Net increase (decrease) in cash
and cash equivalents

Cash and cash equivalents
at beginning of year including
$261,420 and $2,000 for the Waste
System and the Storm Water
Utility Fundes, respectively
Reported in restricted funds

Cash and cash equivalents at end of
year {including $20,667 and
$290,975 for the Wastewater
System and the Water Systemn
Funds, respectively reported in
Restricted Funds)

Non cash investing capital and
financing activities
Contributions of capital assets
from State

(PAGE 2 OF 2)
CITY OF ADRIAN, MICHIGAN

STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS

For Fiscal Year Ended June 30, 2007
With Comparative Totals for Fiscal Year Ended June 30, 2006

INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

BUSINESS-TYPE ACTIVITIES - ENTERPRISE FUNDS

Other
Enterprise
Funds

Water
Svystem

Wastewater

System 2007

(215,169) (73,510) (180,803) (469,482)

417,114 383238 409410 1,209,762

GOVERNMENTAL

ACTIVITIES

Totats
Proprietary Funds

Information

2006 Technology

200,926 112,354

1,008,836 322.75%

S _201.945 3 309,728 §$ 228.607

3 740.280

74,819 74,819

RECONCILIATION OF OPERATING INCOME (1.OSS) TO NET CASH

Operating income (loss)

Adjustments to reconcile
operating income (loss) to
to net cash provided by
(used in) operating activities:

Depreciation
Change in Assets and
Liabilities:
(Increase) decrease in
accounts receivabie
(Increase) decrease in
due from other funds
(Increase) decrease in
inventories
(Increase) decrease in
prepaid expense
Increase (decrease) in
vouchers payable
Increase (decrease) in
due to County
Increase (decrease) in
accrued payroll and
liabilities
Increase (decrease) in
due to other funds
Increase (decrease) in
accrued sick and
vacation
Increase (decrease) in
customer deposits

Tota! adjustments
Net cash provided by (used in)
operating activities

PROVIDED BY (USED IN) OPERATING ACTIVITIES

$ (128.919) 3 415,274

$ (322839 §

(36.484)

$ 435113

110,932

$ (1,073,885) $ 8.887

984,405 470,909 118,627 1,573,941

(596,103) (203,033) (387)

(233) (27,000)

(25,895)

336 (1,209) (873)

(46,206) 22,712 7,929 (15,565)

(1,640) (1,640)

2,055 1,024 3,572) (493)

15,782 27,483 26,256 73,521

(17,801) (9,325) (27.,126)

1.575 1,575

(799,523)
(27,233)

(25,895)

1,552,691

37,778
272,660 (4,896)
(22,380)

2,497 (15471)
159,171

1,834

(35,381)

(373,260)

29,850

550

346,468 284,008 120,213 750,689

1,626,010 20,367

$ 217549 3 699,282 714.205

3 (202626) §

b 552,125 $ (11.480)

The notes to the financial statements are an integral part of this statement.
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CITY OF ADRIAN, MICHIGAN
STATEMENT OF FIDUCIARY ASSETS AND LIABILITIES
AGENCY FUNDS

June 30, 2007 and 2006

b ASSETS 2007 2006
Cash and cash equivalents 3 454,573 $ 330,587
Total assets 454,573 $ 330,587
LIABILITIES
Liabilities:
Vouckers payable 5 14222 5 14,675
Due to other taxing units 7,573 19,994
Restricted deposits 432,778 295918
Total liabilities § 454,573 § 330,587

sy

The notes to the financial statements are an integral part of this statement.
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CITY OF ADRIAN, MICHIGAN
NOTES TO FINANCIAL STATEMENTS

June 30, 2007

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the City of Adrian, Michigan have been prepared in conformity with accounting
principles generally accepted in the United States of America (GAAP) as applied to government units. The
Governmental Accounting Standards Board (GASB) is the accepted standard-setting body for establishing
governmental accounting and financial reporting principles. The more significant of the government’s
accounting polices are described below:

Reporting Entity

The City of Adrian is a Michigan Municipal Corporation governed by an elected seven member
commission. The accompanying financial statements present the government and its component units,
entities for which the government is considered to be financially accountable. Blended component units,
although legally separate entities, are, in substance, part of the government’s operations. Each discretely
presented component unit is reported in a separate column in the government-wide financial statements
(see note below for description) to emphasize that it is legally separate from the government.

Blended component unit. The City of Adrian Building Authority is governed by a three member board
appointed by the City Commission. Although it is legally separate from the City, the City of Adrian
Building Authority is reported as if it was part of the primary government because its sole purpose is to
finance the construction of City parking lots.

The City of Adrian Building Authority is reported in the financial statements as part of the ‘Automobile
Parking System Enterprise Fund’, where the revenues of the fund are paying off the bond issue of the
Authority.

Discretely presented component units.

Downtown Development Authority (DDA) was created as a separate legal entity under Public Act 197 of
1975 of the State of Michigan. The purpose of the DDA is to plan and develop the downtown area of the
City and to attract new businesses and residents. The governing body of DDA is appointed by the City
Commission for a fixed term. The City approves the annual budget and any capital projects of DDA.
Prior approval by the City is needed on any taxation by DDA. And, the City’s approval is needed for any
borrowing done by DDA. The Downtown Development Authority is presented as a governmental fund

type.

The other discretely presented component unit is the Local Development Finance Authority (LDFA)
created under Public Act 281 of 1986 of the State of Michigan. The LDFA’s purpose is to work toward
the elimination of the causes of unemployment, underemployment and joblessness, and to promote
economic growth in the City of Adrian. The City appoints the majority of the LDFA Board of Directors.
The budget of the LDFA needs the City’s approval. And, the main revenue source of LDFA which is tax
increment financing is a financial burden to the City. The Local Development Finance Authority is
presented as a governmental fund type.

Separate financial statements for each of the individual component units are not available.
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CITY OF ADRIAN, MICHIGAN
NOTES TO FINANCIAL STATEMENTS

June 30, 2007

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
B. Government-wide and fund financial statements

The government-wide financial statements (i.e., the statement of net assets and the statement of changes in
net assets) report information on all of the nonfiduciary activities of the primary govemment and its
component units. For the most part, the effect of interfund activity has been removed from these
statements. Governmental activities, which normally are supported by taxes and intergovernmental
revenues, are reported separately from business-type activities, which rely to a significant extent on fees
and charges for support. Likewise, the primary government is reported separately from certain legally
separate component units for which the primary government is financially accountable.

The statement of activities demonstrates the degree to which the direct expenses of a given function or
segment are offset by program revenues. Direct expenses are those that are clearly identifiable with a
specific function or segment. Program revenues include 1) charges to customers or applicants who
purchase, use or directly benefit from goods, services, or privileges provided by a given function or
segment and 2) grants and contributions that are restricted to meeting the operational or capital
requirements of a particular function or segment. Taxes and other items not properly included among
program revenues are reported instead as general revenues.

Separate financial statements are provided for governmental funds, proprietary funds, and fiduciary funds,
even though the latter are excluded from the government-wide financial statements. Major individual
governmental funds and major individual enterprise funds are reported as separate colummns in the fund
financial statements.

C. Measurement focus, basis of accounting and financial statement presentation

The government-wide financial statements are reported using the economic resources measurement focus
and the accrual basis of accounting, as are the proprietary fund and fiduciary fund financial statements.
Revenues are recorded when earned and expenses are recorded when a liability is incurred, regardless of
the timing of related cash flows. Property taxes are recognized as revenues in the year for which they are
levied. Grants and similar items are recognized as revenue as soon as all eligibility requirements imposed
by the provider have been met.

Governmental fund financial statements are reported using the current financial resources measurement
JSocus and the modified accrual basis of accounting. Revenues are recognized as soon as they are both
measurable and available. Revenues are considered to be available when they are collectible within the
current period or scon enough thereafter to pay liabilities of the current period. For this purpose, the
government considers revenues to be available if they are collected within 60 days of the end of the
current fiscal period. Expenditures generally are recorded when a liability is incurred, as under accrual
accounting. However, debt service expenditures are recorded only when payment is due.

Property taxes and State shared revenue are major sources of revenue which are considered to be
susceptible to accrual. Property taxes for the City are levied July 1 of each year. The property taxes are
recognized in the year levied.

State shared revenue (sales tax) received in July is accrued for proceeding year. Special assessment
receivables are financed by the Capital Project Fund and are fully recognized when levied.
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CITY OF ADRIAN, MICHIGAN
NOTES TO FINANCIAL STATEMENTS

June 30, 2007

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Fiduciary funds can be either trust funds or agency funds. Trust funds use the same economic resource
measurement focus and accrual basis accounting as do proprietary funds. Agency funds report only assets
and liabilities and these do not have a measurement focus. They do, however, use the accrual basis of
accounting to recognize receivables and payables.

Amounts due from other governments, loans receivable, Fee funding, and services provided associated
with the current fiscal period are all considered to be susceptible to accrual and so have been recognized
as revenues of the current fiscal period. All other revenue items are considered to be measurable and
available only when cash is received by the government,

The government reports the following major governmental funds:

The General Fund is the government’s primary operating fund. It accounts for all financial resources of
the general government, except those required to be accounted for in another fund.

The Major Streets Fund is a Special Revenue Fund that receives State and local funding for the purpose of
construction and maintenance of City strects designated as major streets under State of Michigan Act 51
of Public Acts of 1951.

The Local Streets Fund is a Special Revenue Fund that receives State and local funding for the purpose of
construction and maintenance of City streets designated as local streets under State of Michigan Act 51 of
Public Acts of 1951.

The Fee and Public-Purpose Fund is a Special Revenue Fund that receives funds that are restricted for
specific public-purpose uses and can be fully expended for the restricted purpose or purposes.

The government reports the following major proprietary funds.

The Wastewater System Fund accounts for the acquisition, operation, and maintenance of the City’s
wastewater system.

The Water System Fund accounts for the acquisition, operation and maintenance of the City’s water
system.

Additionally, the government reports the following fund types:

The Internal Service Fund (Information Technology Fund) accounts for management information systems
and services provided to other funds of the City on a cost reimbursement basis.

The Agency Funds account for assets held by the City acting as an agent for individuals, private
organizations, other governments, and/or other funds. There are three agency funds. The Payroll
Reduction Fund handles the payment of City payroll deductions to third parties. The Property Tax Fund
accounts for the collection and payment of property taxes billed and collected by the city. The Trust and
Agency Fund accounts for monies received from various sources and held by the City in a custodial or
agent capacity.
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CITY OF ADRIAN, MICHIGAN
NOTES TO FINANCIAL STATEMENTS

June 30, 2007

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

E.

Private-sector standards of accounting and financial reporting issued prior to December 1, 1989, generally
are followed in both the government-wide and proprietary fund financial statements to the extent that
those standards do not conflict with or contradict guidance of the Governmental Accounting Standards
Board. Governments also have the option of following subsequent private-sector guidance for their
business-type activities and enterprise funds, subject to this same limitation. The City has elected not to
follow subsequent private-sector guidance.

As a general rule the effect of interfund activity has been eliminated from the government-wide financial
staternents. Exceptions to this general rule are payments of utility charges between the City’s water and
sewer function and various other functions of the government. Elimination of these charges would distort
the direct costs and program revenues reported for the various function concermned.

Amounts reported as program revenues included 1) charges to customers or applicants for goods,
services, or privileges provided, 2) operating grants and contributions, and 3) capital grants and
contributions, including special assessments. Intemnally dedicated resources are reported as general
revenues rather than as program revenues. Likewise, general revenues include all taxes.

Proprietary Funds distinguish operating revenues and expenses from nonoperating items. Operating
revenues and expenses generally result from providing services and producing and delivering goods in
connection with a proprietary fund’s principal ongoing operations. The principal operating revenues of
the Wastewater and Water Enterprise Funds are charges to customers for sales and services. The
Wastewater and Water Enterprise Funds also recognize as operating revenues the portion of tap fees
intended to recover the cost of connecting new customers to the system. Operating expenses for
enterprise funds include the cost of sales and services, administrative expenses, and depreciation on
capital assets. All revenues and expenses not meeting this definition are reported as nonoperating
revenues and expenses.

When both restricted and unrestricted resources are available for use, it is the government’s policy to use
restricted resources first, then unrestricted resources as they are needed.

Estimates
The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect the reported
assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the reporting period. Actual results
could differ from those estimates.

Assets, liabilities, and net assets or equity.

1. Cash and investments

Cash includes amounts in cash on hand, demand deposits, and may include short-term investments
with a maturity date within three months of the date acquired by the government.

Investments include Money Market Accounts, Certificates of Deposit, U.S. Agencies Securities,
Mutual Funds, and Corporate Bonds.
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NOTE 1.

CITY OF ADRIAN, MICHIGAN
NOTES TO FINANCIAL STATEMENTS

June 30, 2007

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

State statutes authorize the govermnment to invest in Money Market Accounts and Certificates of
Deposit, Obligations of the U.S. Treasury, Federal Agencies, Commercial Paper, Corporate Bonds,
Repurchase Agreements, and State approved Investment Pools.

Investments are stated at fair value.
Receivables and payables

Activity between funds that are representative of lending/borrowing arrangements outstanding at
the end of the fiscal year are referred to as either “due to/from other funds” (i.e., the current portion
of interfund loans) or “advances to/from other funds” (i.e., the noncurrent portion of interfund
loans). All other outstanding balances between funds are reported as “due to/from other funds.”
Any residual balances outstanding between the govemmental activities and business-type activities
are reported in the government-wide financial statements as “internal balances.”

Advances between funds, as reported in the fund financial statements, are offset by a fund balance
reserve account in applicable govermnmental funds to indicate that they are not available for
appropriation and are not expendable available financial resources. The City had no advances
between funds at June 30, 2007.

Personal property taxes receivable is shown net of an allowance for uncollectibles.
Property taxes are levied as of July 1 on property values assessed as of the prior December 31. The
billing is mailed on July 1 and is considered due upon receipt by the taxpayer; however, the actual

due date is August 31. A lien on property occurs when property taxes are levied (July 1). On

August 31, the bill becomes delinquent and penalties and interest may be assessed by the
govemment.

Delinquent real property taxes are turned over to the County and reimbursed through a revolving
fund. Therefore, property taxes receivable are not accounted for under the 60 day rule.

Inventories and prepaid items

All inventories are valued at cost using the first-in/first-out (FIF0) method. Inventories of
governmental funds are recorded as expenditures when consumed rather than when purchased.

Certain payments to vendors reflect costs applicable to future accounting periods and are recorded
as prepaid items in both government-wide and fund financial statements.
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NOTE 1.

4,

CITY OF ADRIAN, MICHIGAN
NOTES TO FINANCIAL STATEMENTS

June 30, 2007

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Restricted assets

Certain proceeds of enterprise fund revenue bonds and general obligations bonds, as well as certain
resources set aside for their repayment, are classified as restricted assets on the balance sheet
because their use is limited by applicable bond covenants. The bond interest and redemption
account is used to segregate resources accumulated for debt service payments. The bond reserve
account is used to report resources set aside to make debt service payment on bonds which would
otherwise be in default. The replacement account is used to report resources set aside to make
major repairs and replacements to fixed operation assets of the enterprise fund.

Capital Assets

Capital assets, which include property, plant, equipment, and infrastructure assets (e.g., road, bridges,
sidewalks, and similar items), are reported in the applicable governmental or business-type activities
columns in the government-wide financial statements. Capital assets are defined by the government
as assets with an initial, individual cost of more than 35,000 (amount not rounded) and an estimated
useful life in excess of two years. Such assets are recorded at historical cost or estimated historical
cost if purchased or constructed. Donated capital assets are recorded at estimated fair market value at
the date of donation.

The cost of normal maintenance and repairs that do not add to the value of the asset or materially
extend assets lives are not capitalized.

Major outlays for capital assets and improvements are capitalized as projects are constructed. Interest
incurred during the construction phase of capital assets of business-type activities is included as part
of the capitalized value of the assets constructed.

Property, plant, and equipment of the primary government, as well as the component units, are
depreciated using the straight line method over the following estimated useful lives:

Assets Years
Land improvements 20 -50
Buildings 1020
Machinery, equipment,
and furnishings 5-35
Utility systems 50-100
Infrastructure 15-100
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NOTE 1.

CITY OF ADRIAN, MICHIGAN
NOTES TO FINANCIAL STATEMENTS

June 30, 2007

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Compensated absences

Vacation leave benefits for City employees are based on past services rendered and are accrued as a
liability based on the expected use of the benefits through paid time off and cash payments at
termination or retirement. The accrued liability for vacation time is determined under the vesting
method as defined by GASB Statement 16.

Sick leave for City employees is vested to the extent that cash payments are made (up to allowable
limits) to employees upon retirement. The accrued liability for sick leave is determined under the
termination method as defined by GASB Statement 16.

The current portion (the amount normally expected to be liquidated with expendable available
financial resources) of accrued sick and vacation pay are shown as a liability and expenditure in the
applicable governmental fund types. The portion recognized in the governmental funds is only the
compensated absences that have matured at year end. The entire accrued sick and vacation pay
related to governmental fund types is reported in the government-wide statements.

In the proprietary funds as well as in the government-wide statements, the vested sick and vacation
pay are recorded as an expense and liability of those funds as the benefits accrue to employees.

Long-term obligations

In the governmental-wide financial statements and proprietary fund types in the fund financial
statements, long-term debt and other long-term obligations are reported as liabilities in the
applicable governmental activities, business-type activities, or proprietary fund type statement of
net assets. Bond premiums and discounts, as well as issuance costs, if any, are deferred and
amortized over the life of the bonds using the effective interest method. Bonds payable are
reported net of any applicable bond premium or discount. Bond issuance costs are reported as
deferred charges and amortized over the term of the related debt.

In the fund financial statements, governmental fund types recognize any bond premiums and
discounts, as well as bond issuance costs, during the current period. The face amount of debt
issued is reported as other financing sources. Premiums received on debt issuances are reported as
other financing sources while discounts on debt issuances are reported as other financing uses.
Issuance costs, whether or not withheld from the actual debt proceeds received, are reported as debt
service expenditures.

Fund Equity

In the fund financial statements, governmental funds report reservations of fund balance for
amounts that are not available for appropriation or are legally restricted by outside parties for use
for a specific purpose. Designations of fund balance represent tentative management plans that are
subject to change.
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CITY OF ADRIAN, MICHIGAN
NOTES TO FINANCIAL STATEMENTS

June 30, 2007

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

9. Comparative data/reclassification

Comparative data for the prior year have been presented in order to provide an understanding of the
changes in the financial position and operations of the funds. Also, certain amounts presented in
the prior year data have been reclassified in order to be consistent with current year’s presentation.

NOTE 2. STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY

A,

Budgetary information

Annual budgets are adopted on a basis consistent with generally accepted accounting principles for all
governmental funds except the Fee and Public-Purpose Special Revenue Fund and the permanent funds
which are not budgeted. All annual appropriations lapse at fiscal year end.

On or before the last Tuesday of February each year, all departments of the City submit requests for
appropriations to the Finance Director so that a budget may be prepared. With the first City Comimission
meeting in April, the proposed budget is presented to the City Commission for review. The Commission
holds public hearings and a final budget must be prepared and adopted no later than the second week of
May.

The appropriated budget is prepared by fund, function, and activity. The legal level of budgetary control
(i.e., the level at which expenditures may not legally exceed appropriations) is the department/activity
level, i.e., City Commission, Finance Department, City Clerk. The Commission made supplemental
budgetary appropriations throughout the year. The supplemental budgetary appropriations made in the
General Fund were in anticipation of normal activity.

Encumbrance accounting is employed in governmental funds. Encumbrances (e.g., purchase orders,
contracts) outstanding at year end are reported as reservations of fund balances and do not constitute
expenditures or liabilities because the commitments will be reappropriated and honored during the
subsequent year.

Excess of expenditures over appropriations in budgetary funds

P.A. 621 of 1978, Section 18(1), as amended, of the State of Michigan provides that a local governmental
unit shall not incur expenditures in excess of the amount appropriated.

In the body of the financial statements, the City’s actual expenditures and budgeted expenditures for the
budgetary funds have been shown on a department/activity basis. The approved budgets of the City for
these budgetary funds were adopted to the activity level i.e., City Commission, Finance Department, City
Clerk. One fund had total expenditures exceed budget — Local Street Fund.

During the year ended June 30, 2007, the City incurred expenditures in certain budgetary funds which
were in excess of the amounts appropriated, as follows:
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CITY OF ADRIAN, MICHIGAN
NOTES TO FINANCIAL STATEMENTS

June 30, 2007

NOTE 2. STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY (Continued)

Amount of
Fund Appropriations Expenditures

General Fund

Finance Department $ 328964 $ 335,147

City Clerk 153,686 168,561

City Hall 161,110 171,234

Cemetery 407,195 413,257

Department of Public Works 238,825 284,691

Stores — Central Supply - 1,646

Engineering 94,257 145,567

Transfers out 250,167 250,712
Major Streets Fund

Traffic service 94,680 132,587
Economic Development Fund

Transfers out 30,000 37,500

Economic Development’s additional expenditures were covered by less operating expenditures. Major
Street covered additional expenditures by having less actual operating expenditures. And, General Fund

covered its additional expenditures by occurring less expenditures in other areas.

Fund equity — designations

The City Commission has designated a part of the General Fund’s unreserved fund balance for the

following purposes:

Motor Vehicle Pool — Capital
Motor Vehicle Pool — Depreciation Catch-Up
City Hall Renovations

Vehicle storm damage

Property Acquisitions

Library Facade

Police Facility — Debt Service
Technology Infrastructure Upgrades
Telecommunication Upgrades
Library elevator

City Hall roof

Local Grant Match

_.
e A o s

—
N —

Total Proposed Designations

76

$

Budget
Variance

6,183
14,875
10,124

6,062
45,866

1,646
51,310

545

37,907

7,500

400,000
700,000

2,000,000

100,000
150,000
200,000
250,000
50,000
50,000
50,000
40,000

25,000

$_ 4,015,060

—
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CITY OF ADRIAN, MICHIGAN
NOTES TO FINANCIAL STATEMENTS

June 30, 2007

NOTE 3. DETAILED NOTES ON ALL FUNDS

A. Deposits and Investments

As of June 30, 2007, the City had the following investments and maturities:

Investment Maturities (In Years)

Investment Type Fair value Less Than 1 1-5 6-10
Money Market Accounts $ 681,777 $ 681,777 $ $
Certificates of Deposit 4,243 416 2,944,939 715,838 582,639
U.S. Agencies 5,046,140 3,066,525 1,979,615
Mutual Fund - Cash (U.S.

Government Securities) 514,810 514,810
Class - Pooled Investments 203.107 203,107

Total fair value $ 10,689,250 § 7411,158 £ 2,695,453 § 582,639

Class Investment Pool is through MBIA Asset Management and is a 2a 7 — Like Pool. Investments consist of U.S.
Government Agencies Securities both explicitly and implicitly guaranteed, and commercial paper.

Interest Rate Risk.  City is exposed to interest rate risk with over 31% of investments maturing after one
year. The City’s investment policy has no provision limiting interest rate risk.

Credit Risk. The City’s investment policy limits investments to certificates of deposit or money market
accounts; U.S. Government and U.S. Agencies Securities; commercial paper with ratings at the two
highest levels established by not less than two standard rating services; and corporate bonds, mutual
funds, and repurchase agreements meeting State requirements. The money market accounts and mutual
funds in the City’s investments at June 30, 2007 were unrated. All of the U.S. government agencies
investments of $5,046,140 and a portion of the Class Investment ($23,500) are implicitly guaranteed by
the U.S. Government. This makes these investments subject to credit risk.

Concentration of Credit Risk. The City's investment policy does not limit the amount of investment with
any one issuer. For investments, more than five percent of the City’s holdings were with Bank of
Lenawee (15% of the City’s total investments which represent 83% of Major Street Fund’s investments)
in the form of certificate of deposit. Also, United Bank and Trust had 18% of the City’s total investments,
which was 19% of the General Fund’s investments and 76% of Endowment Trust Fund’s investments in
the form of money market funds and U.S. Agencies securities.

In addition, Sky Bank had 40% of the City’s total investment, which was 65% of the investments of the
General Fund and 100% of the investments in the Water Fund, in the form of U.S. Agencies securities and
money market accounts.

Custodial Credit Risk — Deposits.  In the case of deposits, this is the risk that in the event of a bank
failure, the deposits may not be fully returned to the City. Neither the City nor the discretely presented
component units, have a policy limiting custodial credit risk, other than authorizing {through Commission
approval) the depositories used. As of June 30, 2007, $3,411,698 of the City’s bank balance of
$3,685,973 was exposed to custodial credit risk because it was uninsured and uncollaterized. As of the
same date, the discretely presented component units had exposure to custodial credit risk because
$197,966 of their bank balance of $297,966 of was uninsured and uncollaterized.
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CITY OF ADRIAN, MICHIGAN
NOTES TO FINANCIAL STATEMENTS

June 30, 2007

NOTE 3. DETAILED NOTES ON ALL FUNDS (Continued)

Custodial Credit Risk ~ Investments. For the money market accounts and certificates of deposit which are with
banks the exposure is the same as stated above for deposits. As of June 30, 2007, these investments with total
balances of $4,925,193 were exposed to custodial credit risk on the balance of $2,629,022 as being uninsured and
uncollateralized..

For the remaining investments, the risk is, in the event of failure of the counterparty, will the City be able to
recover the value of its investments. The U.S. Agencies investments and Class Investment of $5,249,247 are
held by counterparties and the securities are uninsured and not registered in the name of the City, which exposes
them to custodial credit risk. The mutual funds of $514,810 are not exposed to custodial credit risk.

B. Receivables

Receivables as of year end for the government’s individual major and nonmajor funds in the aggregate,
including the applicable allowances for uncollectible accounts, are as follows:

Fee And
Major Public- Wastewater Water Nonmajor
General Streets Purpose Systern System Funds Total
Receivables:
Taxes $ 538,205 3 $ 3 b $ § 538,205
Accounts 70,689 380,774 534,552 545,864 12,799 1,544,678
Special assessments 68,501 22,629 491,171 582,301
Intergovernmental 318827 10,309 402,410 46,204 777,750
Community Devel-
opment loans 217,967 217,967
(ross receivables 927,721 10,309 380,774 1,005,463 568,493 768,141 3,660,901
Less: Allowance
for uncollectibles 463,158 463,158
Net total
Receivables § 464563 $ 10300 § 380774 $1.005463 § 568493 $ 768.141 3 3.197.743

Governmental funds defer revenue recognition in connection with resources that have been received, but not
yet earned. At the end of the current fiscal year, the various components of unearned revenue reported in the
government funds were as follows:

Unearned
Revenue

Funds for training classes to be held in the future $ 7,805

Donations restricted for library not yet earned 20,726
Drug forfeiture funds not yet allocated 17,856

$ 46,387
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CITY OF ADRIAN, MICHIGAN

NOTES TO FINANCIAL STATEMENTS

NOTE 3. DETAILED NOTES ON ALL FUNDS (Continued)

C. Capital assets

June 30, 2007

Capital asset activity for the year ended June 30, 2007 was as follows:

Primary Government

Governmental activities:

Capital assets, not being depreciated:

Land

Total capital assets,
not being depreciated

Capital assets, being depreciated:
Land improvements
Buildings
Machinery, equipment, and
furnishings
Infrastructure

Total capital assets,
being depreciated

Less: Accumulated depreciation for:

Land improvements

Buildings

Machinery, equipment, and
furnishings

Infrastructure

Total accumulated
depreciation

Total capital assets, being
depreciated, net

Governmental activities, capital
assets — net

Beginning Ending

Balance Increases Decreases Balance
$ 7571139 3 $ $ 7571139
7.571,139 - 7,571,139
6,218,220 837,260 7,055,480
4,622.229 4,622,229
11,191,145 585,527 11,776,672
33416.728 1,066,241 34482 969
55.448.322 2.489.028 59937350
(596,058) (287,311) (883,369)
(2,790,799) (82,302) (2,873,101)
(6,642,250) (912,938) (7,555,188}
(28.829.683) (272.447) (29,102,130)
(38,858.790) (1,554.998) (40.413.788)
16,589,532 934,030 - 17,523,562
§ 24,160,671 $ 934030 b - S..25094701
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CITY OF ADRIAN, MICHIGAN
NOTES TO FINANCIAL STATEMENTS -

June 30, 2007

NOTE 3. DETAILED NOTES ON ALL FUNDS (Continued)

Beginning Ending -
Balance Increases Decreases Balance
Business-type activities: -
Capital assets, not being depreciated:
Land 3 904,592 £ 22808 % 3 927,460 -
Construction in progress 4.094.675 5.288.490 9.383.165
Total capital assets, not -
being depreciated 4,999,267 5311.358 10.310.,675 -
Capital assets, being depreciated: -
Land improvements 1,582,008 1,582,008
Utility systems 62,116,770 587,592 (964,017) 61,740,345 -
Machinery, equipment, and
furnishings 717,522 (34,915) 682,607 -
Building 86.864 86,864
-
Total capital assets,
being depreciated 64.416,300 674.456 (998.932) 64,091,824 -
Less: Accumulated depreciation -
for:
Land improvements (517,092) (32,026) (549,118) —
Utility systems (23,594,372) (1,479,122) 923,698 (24,149,796)
Machinery, equipment,
and furnishings (462,817) (58,862) (521,679
Building (3.931) (3.931) -
Total accumulated
depreciation (24,574,281) (1.573.941) 923.698 (25,224 524)
Total capital assets, being
depreciated — net 39,842,019 (899.485) (75.234) 38,867,300
Business-type activities, capital -
assets — net $ 44841286 $ 4411873 § {75,234) § 49177925
Interest expense of $22,365 was capitalized in fiscal year 2006-07 due on current debt financed projects -
in progress.
-
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CITY OF ADRIAN, MICHIGAN
NOTES TO FINANCIAL STATEMENTS

June 30, 2007

NOTE 3. DETAILED NOTES ON ALL FUNDS (Continued)

Depreciation expense was charged to functions/programs of the primary government as follows:

Governmental activities:

General government $ 66,041
Public safety 152,935
Public works (includes sidewalks

and street lights) 198,914
Culture and recreation (includes parks) 349,312
Other services (includes library) 574,257
Community/economic development 3,250
Highways, streets, and bridges 210,289

Total depreciation expense —
governmental activities 1.554
Business-type activities:

Wastewater system $ 984,405
Water system 470,909
Dial-A-Ride system 62,358
Automobile parking system 15,238

Storm water system
Total depreciation expense —
business-type activities
Construction commitments

The government has active construction projects as of June 30, 2007.

41.031

§ 1573941

The projects include street

construction and paving, wastewater system improvements, lighting, and park renovation.

Remaining
Spent-to-Date Commitment

Wastewater Treatment Plant upgrades § 4,599,795 $ 687,207
Light — Monument Park - 22,825
Beecher Street reconstruction 287,979 864,918
Street paving - 294,127
Burr Ponds renovation 328.949 427401
Total $ 5216723 $2,296,478
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NOTES TO FINANCIAL STATEMENTS

June 30, 2007

NOTE 3. DETAILED NOTES ON ALL FUNDS (Continued)

The special assessment portion of the commitment for street construction is being financed by the
Capital Project Fund that will be repaid by the benefiting property owners. The City’s portion of these
projects are being funded by the transfer of existing resources from the Municipal Streets Fund. The
commitment for improvements to the wastewater and water systems is being financed by revenue bonds
secured by wastewater and water revenues.

Discretely presented component units:

Capital asset activity for the Downtown Development Authority (DDA) for the year ended June 30, 2007
was as follows:

Beginning Ending
Balance Increases Decreases Balance
Capital assets, not being depreciated:
Land $ 53,494 $ $ $ 53,494
Capital assets, being depreciated:
Land improvements 1,225,000 1,225,000
Less: Accumulated depreciation
for:
Land improvements (588.000) (49,000) (637.000)
DDA capital assets — net § 690,494 3 (49.,000) 3 - § 641,494

Capital asset activity for the Local Development Finance Authority {LDFA) for the year ended June 30,
2007 was as follows:

Beginning Ending
Balance Increases Decreases Balance

Capital assets, being depreciated:
Utility systems $ 920,000 $ $ $ 920,000
Less: Accumulated
depreciation for:

Utility (138,000) {4,600} (142.600)
LDFA capital assets — net $. 782,000 4,600 s - $ 777.400
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CITY OF ADRIAN, MICHIGAN
NOTES TO FINANCIAL STATEMENTS

June 30, 2007

NOTE 3. DETAILED NOTES ON ALL FUNDS (Continued)
D. Interfund receivables, payables, and transfers

Primary Government

Due to/from other funds:

Interfund
Fund Receivable Fund
General $ 590961 Major Street
Local Street
Fee and Public Purpose
Community Development
Endowment Trust
Perpetual Care
Wastewater
Water
Municipal Street
Dial-A-Ride Systern
Automobile Parking System
Storm Water Utility
Economic Development
Omni
__ 590961
General
Storm water utility
Water 233
Endowment Trust 22.659 General
Aute Parking System 48,500 General
Storm Water Utility 29.400 General
Information Technology 12,034 Community Development
Wastewater
Water
Major street
Local street
Economic development
12.034
Total primary government § 703787

83

Interfund
Payable

$ 33264
31,364
382,612
4,261

8

67
26,011
34,691
31
33,956
2,718
34,885
7,500
493

590,961

106
127

233
22,659
48.500
29400

1,518
4,742
4,156

757

757
104

12,034

703,787



CITY OF ADRIAN, MICHIGAN

NOTES TO FINANCIAL STATEMENTS

June 30, 2007

NOTE 3. DETAILED NOTES ON ALL FUNDS (Continued)

Due to/from primary government and component units:

Receivable Entity

Payable Entity

General Fund 3 890 Downtown Development Authority $ 890
Auto Parking $ 5,000 Downtown Development Authority $ 5,000
Information Techneology $ 1,132 Downtown Development Authority 3 1,132
Downtown Development Authority $ 7,800 General $ 7,800

The balance of 38,270 due to the Information Technology Fund from other funds noted above is for
interfund services provided. All remaining balances resulted from time lag between the dates that (1)
reimbursable expenditures occur, (2) revenues collected for another fund, and (3) payments between funds

are made.
Interfund transfers:

Primary Government

Transfers In

General Local Nonmajor Nonmajor Information
Transfers out: Fund Streets Government Enterprise Technology Total

General b $ $ 11,712 $ 110411 § 120,789 § 242912
Major Street 189,961 189,961
Nonmajor Governmental 90,415 395,000 485,415
Fee and Public Purpose 1,173,270 1,173,20
Water 3,045 3,045

$ 1263685 § 584961 g 11712 § 116411 $ 123834  § 2094603

Transfers are used to (1) move revenues from the fund that statute or budget requires to collect them to the
fund that statute or budget requires to expend them, (i.e. property taxes from Municipal Street Fund to
Local Street Fund) (2) use unrestricted revenues collected in the General Fund to various programs
accounted for in other funds in accordance with budgetary authorizations (3) move revenues to the
General Fund from other funds for General Fund programs related to the overall purpose of the
transferring fund in accordance with budgetary authorizations. In fiscal year 2006-07, the Fee and Public-
Purpose Fund transferred $1,173,270 to the General Fund for City beautification projects. Also, Major
Street Fund transferred to Local Street Fund $189,961 to support local street construction projects.

Long-term Debt
General obligation bonds. The government issues general cobligation bonds to provide funds for the
acquisition and construction of major capital facilities and land purchase. General obligation bonds have

been issued for both business-type activities and component unit.

General obligation bonds are direct obligations and pledge the full faith and credit of the government.
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NOTE 3. DETAILED NOTES ON ALL FUNDS (Continued)

General obligation bonds currently outstanding are as follows:

Final Annual
Date of Amount of Interest Maturity Principal Baiance
Purpose Issue Issue Rates Date Payments Qutstanding
Component Unit
Downtown $ 80,000
Development to
Authority 10/01/92 $ 1,025,000 6.4% 3/01/2012 90,000 3 405.000

Primary Government

The City has purchased a parcel of land, located in Madison Township, with an installment purchase

- obligation from the Bank of Lenawee. The installment purchase is for $1,200,000 with an interest rate of
3.64% per annum. Payments are made semiannually over a ten year term. The debt is a general
obligation to the City.

o

The installment purchase obligations currently outstanding are:

Final Annual
Closing Value of Maturity Principal Baiance
Date Contract Interest Date Payments Qutstanding
Governmental:
$ 105201
Parks and Trees to
Department 5/23/03 $ 1,200,000 3.64% 5/23/2013 140,394 $ 771.188
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June 30, 2007

NOTE 3. DETAILED NOTES ON ALL FUNDS (Continued)

Annual debt service requirements to maturity for general obligation bonds and bank loans are as follows:

Governmental Activities Compenent Unit — DDA
Year Ending
Principal Interest Principal Interest
June 30

2008 5 117,225 § 27,014 $ 85,000 $ 25,920
2009 121,531 22,708 80,000 20,480
2010 125,995 18,244 80,000 15,360
2011 130,623 13,618 80,000 10,240
2012 135,420 8,818 80,000 5,120
2013 140.394 3.844

§ 771,188 § 94246 $ 405000 §_ 77,120

Revenue bonds: The government issues bonds where the government pledges income derived from the
acquired or constructed assets to pay debt service. Under two revenue bond issues — Wastewater System
Revenue Bonds (September 26, 2002) not to exceed $9,000,000; and Water Supply System Revenue
Bonds, Series 2003, (September 26, 2002) not to exceed $8,000,000, funding is provided for
improvements in the wastewater and water systems.

These bond issues were purchased by the Michigan Municipal Bend Authority under the Drinking Water
Revolving Fund (DWRF) and the State Revolving Fund (SRF). Under the purchase contract, the City has
received the principal proceeds as loan draw-downs as the construction costs were incurred. These
projects are now completed. At June 30, 2007, the Wastewater System DWRF loan/bond balance
outstanding was $7,850,000 and the Water System DWRF loan/bond balance was $4,985,000.

For fiscal year ended June 30, 2006, two revenue bond issues — Wastewater System Revenue Bond
(September 22, 2006) not to exceed $2,040,000; and Wastewater System Revenue Bond, Series 2006B
(December 15, 2007) not to exceed $7,090,000 for improvements to wastewater system were issued.

These bond issues were purchased by the Michigan Municipal Bond Authority under the State Revolving
Fund (SRF) program. Under the purchase contract the City has received the principal proceeds as loan
draw-downs as the censtruction costs were incurred. At June 30, 2007 the construction was complete
related to Revenue Bond Wastewater System Bonds (September 27, 2006) not to exceed $2,040,000. The
balances outstanding at June 30, 2007 were $2,040,00 and 36,456,529, respectively.
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NOTE 3. DETAILED NOTES ON ALL FUNDS (Continued)

Revenue bonds outstanding at June 30, 2007 are as follows:

Purpose

Wastewater System
Improvements

Water System
Improvements

Wastewater
Improvements

Wastewater System
Improvements

Date of
Issue

9/26/02

9/26/02

9/22/05

12/15/05

Amount of

Issue

$ 8,920,000

3,065,000

2,040,000

7,090,000

Interest
Rates

2.5%

2.5%

1.675%

1.675%

Final

Maturity

Date

10/01/2023

10/01/2023

10/1/2026

4/1/2027

Annual
Principal
Payments

$ 350,000
to
560,000

$ 220,000
to
355,000

$ 85,000
To
120,000

305,000
to
410,000

Balance
Outstanding

$ 7.850,000

4,985,000

2,040,000

6.456.529

§ 21331529

Revenue bond debt service requirements to maturity for bonds issued in 2002 and September 22, 2005 are

as follows:

Year Ending June 30

2008
2009
2010
2011
2012

2013 2024

Principal

700,000
720,000
735,000
750,000
775,000

11,195,000

§ 14.875.000

Interest

345,646
329,382
311,907
293,488
275,235

1,712,784

3 3268442

Final payment schedule information is not yet available on the bond issued 12/15/05. A schedule for the
revenue bond debt service requirements for the 12/15/05 bond is not shown.

Reimbursement obligation

The Local Development Finance Authority, a discretely presented component unit, is obligated to pay
under a reimbursement agreement a manufacturing firm for construction costs incurred in regard to on-site
improvements made at the Beecher Street Industrial Park. The amount to be paid is $800,000 with
interest at 10% per annum. Principal payments are scheduled at $50,000 per year starting June 1, 1993
thru June 1, 2008; however, the payments of principal and interest are subject to limitation by the amount
on tax increment revenue available in LDFA. Insufficient tax revenues and the resulting inability to pay
the debt obligations in full does not constitute a default. Nor does the City have any direct responsibility
in paying any shortfalls.



CITY OF ADRIAN, MICHIGAN
NOTES TO FINANCIAL STATEMENTS

June 390, 2007

NOTE 3. DETAILED NOTES ON ALL FUNDS (Centinued)

There were insufficient funds in the LDFA to pay the full obligation under this reimbursement agreement
in fiscal years 2006-07 and 2005-06. The outstanding balance on the debt obligation was $764,100 at
June 30, 2007.

Future principal and interest payments on this obligation will vary depending upen the tax increment
revenues collected. For this reason, a schedule of future debt service requirements is not presented.

The Local Development Finance Authority also has a reimbursement agreement with the City of Adrian.
This agreement also pays back the City for costs it incurred for on-site improvements at the Beecher
Street Industrial Park. This total amount is $120,000 with interest at 8% per annum. Principal payments
are scheduled at $7,500 per year starting June 1, 1993 thru June 1, 2008. Payments of principal and
interest are subject to limitation by the amount of tax increment revenue collected. However, the City has
priority of payment on its obligation from LDFA over that of the manufacturing firm.

No schedule of indebtedness or of future debt service requirements is shown since this obligation is owed
to the City.
CHANGES IN LONG-TERM LIABILITIES

Long-term liability activity for the year ended June 30, 2007 was as follows:

Beginning Ending Due Within
Balance Additions Reductions Balance One Year
Governmental activities:
Installment purchase
obligations $ 884,260 5 § 113,072 $ 771,188 $ 117,225
Accrued sick and
vacation 313.360 1,447,655 1,303.191 457.824 270,810
Governmental activity -
long-term liability $ 1,197,620 $ 1447655 3 1416263 § 1229012 $ 388,035
Business-type activities:
General obligation bonds $ 100,000 5 $§ 100,000 § - 5§ -
Revenue bonds 16,418.031 5.513.498 600,000 21.331.529 700,000
Total bonds payable 16,518,031 5,513,498 700,000 21,331,529 700,000
Accrued sick and
vacation 141.073 438061 464,556 114,578 61,900
Business-type
activity — long-term
liability $ 16,659,104 3 5,951,559 $_1164,556 321,446,107 3..761,900

For the governmental activities, compensated absences are generally liquidated by the General Fund
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NOTE 3. DETAILED NOTES ON ALL FUNDS (Continued)

CHANGES IN LONG-TERM LIABILITIES

Component units:

Beginning Ending Due Within
Balance Additions Reductions Balance One Year
DDA - general obligation
bonds $ 490,000 5 $ 85,000 3 405,000 $ 85,000
LDFA - reimbursement
obligation 764.100 764.100
Component units — long
term liabilities $ 1,254,100 $ - $ 85,000 § 1,169,100 $ 85,000

F. Segment information

The City has revenue bonds related to the Wastewater and Water System Funds. Investors in the revenue
bonds rely solely on the revenue generated by the individual activities for repayment.

Since both the Wastewater System Fund and the Water System Fund are major enterprise funds in the
financial statements, all pertinent data is disclosed in the basic financial statements presented.

G. Endowment Trust Fund

Various endowment gifts are received by the City and reported in the Endowment Trust Fund. The
amount of endowment income and, in certain cases, portion of principal available for expenditures in
accord with donor-restricted requirements was $562,878 at June 30, 2007 and $66,850 at June 30, 2006.
All investment earnings have been derived from investments in certificates of deposit. There has been no
net appreciation or depreciation of investment value recognized in investment earnings. The total
investment eamings (interest) and certain principal amounts create expendable balance in the Endowment
Trust Fund. This balance is reported in the Statement of Net Assets in the equity section as ‘Endowment:
Expendable Net Assets.’
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NOTE 4. OTHER INFORMATION

A. Risk management — insurance pools

The City of Adrian is a member of the Michigan Municipal Liability and Property Pool for its general
liability coverage and a member of the Michigan Municipal Workers Compensation Fund for its workers
compensation coverage. Both pools are under the Michigan Municipal Program sponsored by the
Michigan Municipal League.

The City pays annual premiums to the pools. The pools are self-sustaining through member premiums,
and each carries reinsurance through commercial companies for claims in excess to a minimum of
$1,000,000 for specific occurrence, and to a minimum of $2,000,000 in aggregate in excess of the pool
loss reserve fund.

In the event that a single loss should exceed the amount of protection afforded by the pool loss reserve
fund, reinsurance, or other insurance carried by the pools, or in the event that a series of losses should
deplete or exhaust the loss reserve fund and reinsurance, the payment of valid losses shall be the
obligation of the individual member or members of the respective pool against whom the claim was made.

No such event has occurred with the City of Adrian and the pools to which it belongs.
Contingent liabilities

Amounts received or receivable from grant agencies are subject to audit and adjustment by grantor
agencies, principally the federal government. Any disallowed claims, including amounts already
collected, may constitute a liability of the applicable funds. The amount, if any, of expenditures that may
be disallowed by the grantor cannot be determined at this time, although the government expects such
amounts, if any, to be immaterial.

Retirement plan
Plan description

The City participates in the Michigan Municipal Employees’ Retirement System (MERS), an agent multi-
employer defined benefit pension plan, which provides retirement benefits to all full-time employees of
the City. MERS is administered by its Board of Trustees. The actuary for the System is the Gabriel,
Roeder, Smith & Company. The Municipal Employees’ Retirement Act of 1984, as amended by 1996
Public Act 220 of the State of Michigan assigns the authority to establish and amend the benefit
provisions of the plans that participate in MERS to the respective employer entities; for the City of
Adrian, that authority rests with the City. The Municipal Employees’ Retirement System of Michigan
issues a publicly available financial report that includes financial statements and required supplementary
information for MERS. That report may be obtained by writing to Municipal Employees’ Retirement
System of Michigan, 447 North Canal Road, Lansing, Michigan 48917.
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CITY OF ADRIAN, MICHIGAN
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June 30, 2007

NOTE 4. OTHER INFORMATION (Continued)

C.

Retirement plan (Continued)
Funding policy

Employees contribute a percent of their annual compensation, as selected by the municipality. A 3%/5%
contribution program was available prior to 1985 and may be continued, but not adopted after 1984.
Under this program, the employee contributes 3% of the first $4,200 of annual compensation and 5% of
portions over $4,200. The City is required to contribute at a actuarially determined rate per City Division;
the current rates vary from 7.91% to 41.73% of compensation per Division. The contribution
requirements for the City are determined by the System’s actuary.

Annual pension cost

For the year ended June 30, 2007, the City’s annual pension cost of $816,109 for MERS was equal to the
City’s required and actual contributions. The required contribution was determined as part of the
December 31, 2007 actuarial valuation using the entry age actuarial cost method. Also, employee
contributions were $306,827 for fiscal year 2006-07. The actuarial assumptions included -

[a] 8.0% investment rate of retumn,

[b] projected salary increases of 4.5% per year compounded annually,

[c] additional projected salary increases of 0.0% to 4.16% per year, depending
on age, attributable seniority/merit, and promotional salary increases,

[d] the assumption that benefits will increase 2.5% per year (annually) after
retirement, for persons under Benefits E-1 or E-2, and

[e] based under Benefits E-1 or E-2, inflation rate assumption is 2.5% annually

The actuarial value of MERS’ assets was determined using techniques that smooth the effects of short
term volatility in the market value of investments over a ten year period.
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CITY OF ADRIAN, MICHIGAN
NOTES TO FINANCIAL STATEMENTS

June 30, 2007

NOTE 4. OTHER INFORMATION (Continued)

Unfunded actuarial accrued liability is amortized by level percentage of payroll contributions over a
period of years. The standard amortization period to fund the unfunded liability is 29 years, with this time
period reestablished with each annual actuarial valuation. Overfunded actuarial accrued liability is
amortized over 10 years.

Three-Year Trend Information

Annual Percentage
Fiscal Year Pension of APC Net Pension
Ending Cost (APC) Recognized Obligation
6/30/05 § 423912 100% 0
6/30/06 624,802 100% 0
6/30/07 816,109 100% 0

Actuarial Accrued Liability (as of 12/31/06)

Retirees and beneficiaries currently receiving benefits $ 24,488,264
Terminated employees not yet receiving benefits 1,462,347
Nonvested terminated employees (pending refunds of

accumulated member contributions) 84,898

Current employees --
Accumulated employee contributions including

allocated investment income 4,213,341
Employer financed 14,316,443
Total Actuarial Accrued Liability 44,565,293

Net Assets Available for Benefits at Actuarial Value 38,692,642

(Market Value is $39,233,914)
Unfunded (Overfunded) Actuarial Accrued Liability 5872
D. Deferred compensation plan

The government offers its employces a deferred compensation plan (the plan of International City
Management Association Retirement Corporation (ICMA)) created in accordance with Internal Revenue
Code Section 457, amended August 20, 1996. The plan, available to all government employees, permits
them to defer a portion of their salary, up to 100% of annual salary or $15,500 whichever is less, until
future years. Participation in the plan is optional.

Under the deferred compensation plan, all assets and income of the plan described in subsection (b) (6)
are held in trust for the exclusive benefit of participants and their beneficiaries.

Investments are managed by the plan’s trustees under one of four investment options, or a combination
thereof. The choice of the investment option(s) is made by the participants.
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CITY OF ADRIAN, MICHIGAN
NOTES TO FINANCIAL STATEMENTS

June 30, 2007

NOTE 4. OTHER INFORMATION (Continued)
The market value of the investments at June 30, 2007 was $5,314,146.

Smce the City has no significant administrative involvement with the assets of the deferred compensation
plan, nor does it perform investment functions for the Plan, the deferred compensation plan is not shown
in the financial statements.

E. Retirement Health Savings Plan

The City has a health savings plan for non-union and certain union employees. The plan provides funds
(savings) to participating employees upon retirement for health insurance premiums and other health
costs. The City made contributions to the plan ($74,553 in fiscal year 2006-07) during employment, but
no additional funding is provided after retirement. The plan had investments of $407,115 at June 30,
2007.
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CITY OF ADRIAN, MICHIGAN
REQUIRED SUPPLEMENTAL INFORMATION

June 30, 2007

CITY’S DEFINED BENEFIT PENSION PLAN (MERS)

Schedule of Funding Progress

Actuarial UAAL
Accrued asa
Actuarial Liability Unfunded Percentage
Actuarial Value of {AAL) AAL Funded Covered of Covered
Valuation Assets Entry Age {UAAL) Ratio Payroll Payroll
Date _Ial {b] [b-a] [a/b] [c] {{b-a)/c}
12/31/00 $ 32184883 § 31,275689 $ (909,194) 102.89% $ 6,119,081 $ (14.80%)
12/31/01 33,449,560 33,579,131 129,571 99.6% 6,201,978 2.09%
12/31/02 33,080,222 34,645,351 1,565,129 95.4% 6,360,989 24.61%
12/31/03 34,241,034 37,001,028 2,759,954 92.5% 6,847,899 40.3%
12/31/04 35,354,281 39,798,110 4,443,829 88.8% 7,218,754 61.5%
12/31/05 36,311,897 41,147,699 4,835,802 88.2% 7,282,519 66.4%
12/31/06 38,692,642 44,565,293 5,872,651 86.8% 7,351,140 79.8%
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ASSETS

Cash and cash equivalents
Investments

Loans receivable

Accounts receivable — other
Cemetery lots

Due from other funds

Total assets

LIABILITIES AND
FUND BALANCES

Liabilities:
Vouchers payable
Accrued liabilities
Due to other funds

Total liabilities

Fund balances:
Reserved for lots inventory
Reserved for perpetual care
Reserved for endowments
Reserved for loans
Reserved for encumbrances
Unreserved, undesignated

Total fund balances

Total liabilities and
fund balance

(PAGE 1 OF 2)
CITY OF ADRIAN, MICHIGAN

COMBINING BALANCE SHEET

NONMAJOR GOYERNMENTAL FUNDS

June 30, 2007
With Comparative Totals for June 30, 2006

SPECIAL REVENUE FUNDS

Municipal  Community Economic
Streets Development Development OMNI Total
$ 73,451 $ 65401 $ 224613 $ 211,408 $ 574873
79,500 79,500
217,967 217,967
12,092 12,092
3 85543 $_ 362,868 3 224613 $ 211408 § 884432
$ $ 4,046 3 4,942 3 2,532 3 11,520
4,679 4,679
31 5.779 7.604 493 13.907
31 14.504 12,546 3.025 30,106
217,967 217,967
6,556 6,556
85,512 130,397 205,511 208,383 629,803
85,512 348.364 212,067 208,383 854,376
$ 85543 $ 362,868 $ 224613 $ 211.408 3 884432

The notes to the financial statements are an integral part of this statement,
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(PAGE 2 OF 2)
CITY OF ADRIAN, MICHIGAN

COMBINING BALANCE SHEET
NONMAJOR GOVERNMENTAL FUNDS

June 30, 2007
With Comparative Totals for June 30, 2006

PERMANENT FUNDS
Totals
Nonmajor
Endowment Perpetual Governmental Funds

Trust Care Total 2007 2006
3 8414 3 4,094 $ 12,508 $ 587,381 $ 399,542
627,155 790,929 1,418,084 1,497,584 909,513
- 217,967 176,759
- 12,092 163,501
7,499 7,499 7,499 7,499
22.659 22,659 22.659 40,208
§ 658228 $ 802,522 1,460,750 2,34 $ 1,697,022
3 3 $ 3 11,520 $ 150,917
4,679 3,823
8 67 75 13,982 2,558
8 67 75 30,181 157,298
7,499 7,499 7,499 7,499
794,956 794,956 794,956 764,547
95,342 95,342 95,342 80,627
217,967 176,759
6,556 154,682
562,878 562,878 1,192,681 355,610
658,220 802.455 1,460,675 2,315.001 1,539,724
3 658228 $ 802,522 $1,460,750 2,345,182 $ 1,697,022
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(PAGE 1 OF 2)
CITY OF ADRIAN, MICHIGAN

COMBINING STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
NONMAJOR GOVERNMENTAL FUNDS

For Fiscal Year Ended June 30, 2007
With Comparative Totals for Fiscal Year Ended June 30, 2006

SPECIAL REVENUE FUNDS
Municipal Community Economic
Streets Development Development OMNI Total
Revenues:
Taxes $ 436,671 3 3 b $ 436,671
Intergovernmental — Federal 272,770 171,377 444,147
Investment earnings 8,857 12,479 2,618 4,610 28,564
Other 175 120,412 162,538 283,125
Contribution from DDA 2,000 2,000
Public contributions
Administrative fees 129.097 129.097
Total revenues 445,528 416,521 294.407 167,148 1,323,604
Expenditures:
Community/Economic
Development 337,646 199,522 537,168
Public safety 98,608 98,608
Other services
Total expenditures - 337.646 199,522 98.608 635.776
Excess (deficiency) of revenues
over (under) expenditures 445,528 78,875 94,885 68,540 687,828
Other financing sources (uses):
Transfers in 11,712 11,712
Transfers out (395.000) (32,915 (37.500) (465.415)
Total other financing
sources {uses) (395.000) (21,203) (37.500) - (453,703)
Net changes in fund
balances 50,528 57,672 57,385 68,540 234,125
Fund balances — beginning of
year 34,984 290.692 154,682 139.843 620,201
Fund balances - end of year 85,51 $ 348364 212,067 $ 208383 854

The notes to the financial statements are an integral part of this statement.
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e (PAGE 2 OF 2)
CITY OF ADRIAN, MICHIGAN

COMBINING STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
NONMAJOR GOVERNMENTAL FUNDS

e For Fiscal Year Ended June 30, 2007
With Comparative Totals for Fiscal Year ended June 30, 2006

- PERMANENT FUNDS
Totals
- Nonmajor
- Endowment Perpetual Governmental Funds
Trust Care Total 2007 2006
- 3 $ $ $ 436,671 $ 421,928
444,147 281,485
15,395 39,524 54,919 83,483 33,317
10,885 10,885 254,010 207,982
h 2,000 11,482
496,028 496,028 496,028
' 129.097
511.423 50.409 561.832 1,.885.436 956,254
537,168 595,793
98,608 61,457
680 680 680 5,000
680 - 680 636.456 662,250
510,743 50.409 561,152 1,248.980 294,004
11,712 11,482
(20,000) __(20,000) (485415) (501,388)
(20,000) (20.000) (473,703) {489.,906)
510,743 30,409 541,152 775,277 {195,502)
147.477 772,046 919,523 1,539.724 1.735.626
3 658,220 $ 802455 $1,460,675 $ 2315001 3 1539724
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CITY OF ADRIAN, MICHIGAN
MUNICIPAL STREET SPECIAL REVENUE FUND

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE -
BUDGET AND ACTUAL

For Fiscal Year Ended June 30, 2007

Budgeted Amounts ‘ Variance with
Final Budget -
Original Final Actual Amounts Positive (Negative)
Revenues:
Property tax $ 437,069 3 437,069 $ 436,671 $ (398
Investment earnings 7,000 7,000 8,857 1,857
Total revenues 444,069 444,069 445,528 1,459
Expenditures - - - -
Excess of revenues over
expenditures 444,069 444,069 445,528 1,459
Other financing uses:
Transfers out (444.069) (444,069) {395,000) 49,069
Net change in fund balance - - 50,528 50,528
Fund balance - beginning of year 34,984 34,984 34.984
Fund balance - end of year § 34984 § 34984 § 85512 $ 50,528
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CITY OF ADRIAN, MICHIGAN

COMMUNITY DEVELOPMENT SPECIAL REVENUE FUND

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE -

BUDGET AND ACTUAL

For Fiscal Year Ended June 30, 2007

Budgeted Amounts

Variance with
Final Budget -

Original Final Actual Amounts Positive (Negative)
Revenues:
Intergovernmental § 400,617 § 752,617 $ 272,770 $ (479,847)
Investment earnings 9,000 9,000 12,479 3,479
Administration fees 192,205 192,205 129,097 (63,108)
Contribution from DDA - TIF 11,712 11,712 2,000 (9,712)
Sale of Property 13,378 48,498 175 (48.323)
Total revenues 626,912 1,014,032 416,521 (597,511)
Expenditures:
Other services:
Community development 603,709 992,829 337.646 655.183
Excess (deficiency) of revenues
over (under) expenditures 21,203 21,203 78,875 57,672
Other financing sources (uses):
Transfers in 11,712 11,712 11,712 -
Transfers out (32.915) (32.915) (32.915) -
Total other financing
sources (uses) (21,203) (21.203) (21,203) -
Net change in fund
balance - - 57,672 57,672
Fund balance - beginning of year 290,692 290.692 290.692
Fund balance - end of year 290,692 $ 290,692 § 348364 3 57672
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CITY OF ADRIAN, MICHIGAN

ECONOMIC DEVELOPMENT SPECIAL REVENUE FUND

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE -

Revenues:
Intergovernmental
Investment earnings
Donaticns
Other

Total revenues
Expenditures:
Other services:

Economic development

Excess of revenues over
expenditures

Other financing sources (uses):
Transfers out

Total other financing
sources {uses)

Net change in fund balance
Fund balance - beginning of year

Fund balance - end of year

BUDGET AND ACTUAL

For Fiscal Year Ended June 30, 2007

Budgeted Amounts

Original Final Actual Amounts
$ 50,000 $ 101,275 $ 171,377
1,000 1,000 2,618
150,000 150,000 112,500
368,161 7.912
201,000 620,436 294 407
171.000 590,436 199.522
30,000 30.000 94.885
(30.000) {30,000} (37.500)
(30,000) {30,000} (37.500)
- - 57,385
154,682 154,682 154,682
$ 154,682 $ 154,682 § 212,067

104

Variance with
Final Budget -

Positive (Negative)

$ 70,102
1,618
(37,500)
_ (360,249)

(326,029)

390,614

64,885

(7.500)

(7.500)

57,385

$ 57,385



CITY OF ADRIAN, MICHIGAN
OMNI SPECIAL REVENUE FUND

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE -
BUDGET AND ACTUAL

For Fiscal Year Ended June 30, 2007

Budgeted Amounts Variance with
Final Budget -
Original Final Actual Amounts Positive (Negative)
Revenues:
OMNTI forfeitures $ 5 158,000 $ 160,588 $ 2,588
Investment earnings 4,700 4,610 (90)
Other 2,000 1,950 (50)
Total revenues - 164,700 167,148 2,448
Expenditures:
Public safety, OMNI 164,700 98.608 66,092
Excess of revenues
over expenditures - - 68,540 68,540
Fund balance - beginning of year 139,843 139,843 139,843 -
Fund balance - end of year $ 139,843 139,843 $ 208,383 $ 68,540
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CITY OF ADRIAN, MICHIGAN
CAPITAL PROJECTS REVOLVING ENTERPRISE FUND

COMPARATIVE STATEMENTS OF NET ASSETS

June 30, 2007 and 2006
ASSETS June 30, 2007 June 30, 2006

Current assets:
Cash $ 135,830 $ 275,170

Receivables:
Special assessments 491.171 409,804
Total assets § 627001 $ 684,974

LIABILITIES AND NET ASSETS-
Current liabilities:

Due to General Fund 3 $ 53,674
Due to Local Street Fund 27.355
Total liabilities 81,029
Net assets — unrestricted 627,001 603,945
Total net assets $._627,001 $ 603945

The notes to the financial statements are an integral part of this statement.
114
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CITY OF ADRIAN, MICHIGAN
CAPITAL PROJECTS REVOLVING ENTERPRISE FUND

COMPARATIVE STATEMENTS OF REVENUES, EXPENSES AND CHANGES
IN FUND NET ASSETS

For Fiscal Years Ended June 30, 2007 and 2006

June 30, 2007 June 30. 2006
Operating revenues 8 3
Operating expenses
Operating income
Nonoperating revenues (expenses):
Interest revenue 26,387 22,338
Interest expense (3.331) {27.355)
Change in net assets 23,056 (5,017)
Total net assets — beginning of year 603.945 608,562
Total net assets — end of year § 627,00] § 603,945

The notes to the financial statements are an integral part of this statement.
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CITY OF ADRIAN, MICHIGAN

CAPITAL PROJECTS REVOLVING ENTERPRISE FUND

COMPARATIVE STATEMENTS OF CASH FLOWS

For Fiscal Years Ended June 30, 2007 and 2006

INCREASE IN CASH AND CASH EQUIVALENTS

Cash flows from operating activities:
Net cash provided by (used in)
operating activities

Cash flows from noncapital
financing activities:
Special assessment revenue provided
to other funds

Net cash provided by (used in)
noncapital financing activities

Cash flows from capital and related
financing activities:
Cash received on special assessment

Net cash provided by capital and
related financing activities

Cash flows from investing activities:
Interest

Net increase in cash and
cash equivalents

Cash and cash equivalents at
beginning of year

Cash and cash equivalents at
end of year

RECONCILIATION OF OPERATING INCOME TO NET CASH

June 30, 2007

199,085

{199.085)

36,689

36.689

23,056

(139,340)

275,170

135,830

PROVIDED BY (USED IN) OPERATING ACTIVITIES

Operating income

Adjustments to reconcile operating
mcome to net cash provided by
(used in) operating activities

Net cash provided by (used in)
operating activities

The notes to the financial statements are an integral part of this statement.

$ -

June 30, 2006

(84.398)

(84.398)

82,683

— 82,683

22,338

20,623

254,547

$ 275,170
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o CITY OF ADRIAN, MICHIGAN
™ DIAL-A-RIDE SYSTEM ENTERPRISE FUND
- COMPARATIVE STATEMENTS OF NET ASSETS

June 30, 2007 and 2006

e

ASSETS June 30, 2007

Current assets:
Due from other governments:

Federal § 8,632
State 37,572
Accounts Receivable 707
Total current assets 46,911

Noncurrent assets:
Capital assets:

Land 22,868
Building 86,864
Equipment 526,574
Accumulated depreciation (371.114)
Net capital assets 265,192
Total noncurrent assets 265,192
Total assets $ 312,103

LIABILITIES AND NET ASSETS

Current liabilities:

Vouchers payable $ 7312
Due to other governments:
County 6,543
Due to other funds — General 33,056
Total current liabilities 46911
Net assets:
Invested in net assets, net
of related debt 265,192
Total net assets 265,192

117

June 30, 2006

5 12,663
32,495
320

45.478

561,488
(308.757)

252,731

252,731

$ 298,209

£ 1,179

8,183

36,116

45478

252,731

3 252731



CITY OF ADRIAN, MICHIGAN

DIAL-A-RIDE SYSTEM ENTERPRISE FUND

COMPARATIVE STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN

FUND NET ASSETS

For Fiscal Years Ended June 30, 2007 and 2006

Operating revenues:
Charges for services
Other

Total operating revenues

Operating expenses:

Cost of services:
Salaries and wages
Fringe benefits
Contracted services
Supplies and materials
Telephone
Insurance
Advertising
Maintenance
Rent
Administrative and accounting
Depreciation

Total operating expenses
Operating loss
Nonoperating revenues:
Intergovernmental - State
Intergovernmental — Federal
Total nonoperating revenues

Loss before contributions and transfers

Transfers in
Capital contribution — State

Change in net assets
Total net assets — beginning of year

Total net assets — end of year

June 30, 2007

b 91,132

8.674

99,806

206,101
80,392
21,097
49,405

1,580
15,488
405
44,641
4,394
2,040

62,358

487.901

(388.095)

162,521

71,805

234,326
(153,769)

91,411

74,819

12,461

252,731

265,192

118

June 30, 2006

5 87,043
547

87,590

205,197
62,651
18,663
48,245

2,705
18,310
852
37,346
3,945
2,000

— 55331

455,245

(367.655)

170,310

_ 57.729

228,039
(139,616)

84,285
110,932

—_—

55,601

197.130

$ 252731
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CITY OF ADRIAN, MICHIGAN
DIAL-A-RIDE SYSTEM ENTERPRISE FUND
COMPARATIVE STATEMENTS OF CASH FLOWS
For Fiscal Years Ended June 30, 2007 and 2006

INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

June 30, 2007

Cash flows from operating activities:

Cash received from customers § 99,419

Cash paid to suppliers (214,949)

Cash paid to employees (206,101)
Net cash used in operating activities (321,631)

Cash flows from noncapital
financing activities:

Grant received — Federal 75,836
Grant received — State 157,444
Transfer from General Fund 88,351

Net cash provided by noncapital
financing activities 321.631

Net increase (decrease) in cash and
cash equivalents

Cash and cash equivalents at
beginning of year -

Cash and cash equivalents at

end of year $ -

RECONCILIATION OF OPERATING LOSS TO NET CASH
USED IN OPERATING ACTIVITIES

Operating loss 3 (388.095)

Adjustments to reconcile operating loss to
net cash used in operating activities:

Depreciation 62,358
Change in Assets and Liabilities:
(Increase) decrease in accounts receivable (387)
Increase (decrease) in vouchers payable 6,133
Increase (decrease) in due to County {1,640)
Total adjustments 66.464
Net cash used in operating activities $(321,631)

Non Cash Investing, Capital and Financing Activities:
Contribution of capital assets from State 74.819

119

June 30, 2006

$ 87,270
(196,040)
(205,197)

(313.967)

68,110
186,609
59.248

313,967

3 (367.655)

55,331

(320)
(3,157)

1,834

53.688



CITY OF ADRIAN, MICHIGAN

AUTOMOBILE PARKING SYSTEM ENTERPRISE FUND

COMPARATIVE STATEMENTS OF NET ASSETS

June 30, 2007 and 2006

ASSETS
Current assets:
Cash and cash equivalents
Due from General Fund
Due from component unit
Total current assets
Capital assets:
Land
Land improvements
Equipment
Less: Accumulated depreciation
Net capital assets

Total noncurrent assets

Total assets

LIABILITIES AND NET ASSETS
Current liabilities:
Vouchers payable
Accrued payroll
Due to General Fund
Total current liabilities
Total liabilities
Net assets:
Invested in capital assets, net
of related debt
Unrestricted

Total net assets

120

June 30, 2007

5 83,189
48,500

5.000

136.689

638,500

720,573

156,033
(515.360)

999,746

999.746

$ 1,136,435

5 459
384

2718
3.561

3.561

999,746

133,128

$ 1132874

June 30, 2006

$ 131,893
42,500

174,393

638,500
720,573
156,033

(500.123)

1,014,983

1,014 983

$ 1.189.376

3 979
549

84.560
86,088

86.088

— 200

1,014,983

88,305

$ 1,103,288

L
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CITY OF ADRIAN, MICHIGAN
AUTOMOBILE PARKING SYSTEM ENTERPRISE FUND

COMPARATIVE STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN
FUND NET ASSETS

For Fiscal Years Ended June 30, 2007 and 2006

Operating revenues:
Charges for services
Special assessment

Total operating revenues

Operating expenses:

Cost of services:
Salaries and wages
Fringe benefits
Overhead expense
Supplies
Contracted services
Insurance
Electricity
Rent
Administration

Depreciation

Total operating expenses
Cperating income
Nonoperating revenues (expenses):

Interest income

Contribution from DDA
Total nonoperating revenues (expenses)
Income (loss) before transfers
Transfer in — General Fund
Change in net assets

Total net assets — beginning of year

Total net assets — end of year

121

June 30, 2007
$ 84,416
26,065

110,481

34,540
1,141

12,407
5,100
1,163

10,515
11,857

15238
91.961
18,520

66

—5.000

5,066

23,586

— 6000

29,586

1,103,288

$ 1,132,874

June 30, 2006

$ 46,841

46.841

42,145
17,778
196
7,499
5,148
1,422
10,680
3,269
13,000

15,262

116,399

— (69.558)

(69,558)

59,000

(10,558)

1.113.846

$_1103,288



CITY OF ADRIAN, MICHIGAN
AUTOMOBILE PARKING SYSTEM ENTERPRISE FUND
COMPARATIVE STATEMENTS OF CASH FLOWS
For Fiscal Years Ended June 30, 2007 and 2006

INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

June 30, 2007
Cash flows from operating activities:

Cash received from customers $ 99,4381
Cash paid to suppliers (42,703)
Cash paid to employees (34.705)

Net cash used in operating activities 22.073

Cash flows from noncapital
financing activities:

Transfer from General Fund (75,844)
Contribution from DDA 5,000
Net cash used in noncapital financing activities (70.844)

Cash flows from investing activities:
Interest 66

Net increase (decrease) in cash and

cash equivalents (48,70%)
Cash and cash equivalents at beginning of year 131,894
Cash and cash equivalents at end of year 5 83189

RECONCILIATION OF OPERATING INCOME (LOSS) TO NET CASH
USED IN OPERATING ACTIVITIES

Operating income (loss) $ 18,520

Adjustments to reconcile operating income
(loss) to net cash used in operating activities:

Depreciation 15,238
Change in Assets and Liabilities:

(Increase) decrease in due from other funds (11,000)

(Increase) decrease in accounts receivable

Increase (decrease) vouchers payable (520)

Increase (decrease) in accrued payroll (165)

Total adjustments

3,553

Net cash used in operating activities § 22073

122

June 30, 2006
$ 37,741

(60,840)

(42.566)

(65.665)

143,560

77,895
53999

5131894

§  (69,558)

15,262

(9,253)
153

(1,848)

(421)

3.893

3 (65,665)
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CITY OF ADRIAN, MICHIGAN

STORM WATER UTILITY ENTERPRISE FUND

COMPARATIVE STATEMENTS OF NET ASSETS

ASSETS

Current assets:
Cash and cash equivalents
Due from other funds — General
Restricted assets:
Bond interest — cash

Total current assets

Noncurrent assets:
Capital assets:
Utility systems
Improvements other than buildings
Less: Accumulated depreciation

Total capital assets
Total noncurrent assets

Total assets

LIABILITIES AND NET ASSETS

Current liabilities:
Vouchers payable
Accrued payroil
Due to other funds — General
Due to other funds — water

General obligation bonds payabie — current

Total current liabilities

Current liability - payable
from restricted asset:
Accrued interest

Total liabilities
Net assets:
Invested in capital asset -
net of related debt
Unrestricted

Total net assets

June 30, 2007 and 2006

June 30, 2007

3 9,588
29,400

39.988

2,380,243
861,435
1.259,345)

1,982,333

1,982,333

$§ 2021321

3 2,756
1,014

34,885

127

38,782

38,782

1,982,333
206

S 198,539

123

June 30, 2006

] 346
13,400

— 2,000

15,746

2,380,243
861435

(1,218.314)

2.023.364

2,023,364

$§ 2039110

3 440
4,421

8,756
100,000

113,617

2,000

115,617

1,923,364
129
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CITY OF ADRIAN, MICHIGAN

STORM WATER UTILITY ENTERPRISE FUND

COMPARATIVE STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN

IN FUND NET ASSETS

For Fiscal Years Ended June 30, 2007 and 2006

Operating revenues:
Charges for services

Operating expenses:
Cost of services:
Salaries and wages
Overhead expense
Supplies
Contracted services
Rent
Administration
Depreciation
Total operating expenses
Operating income
Nonoperating revenues (expenses):
Interest revenue
Interest expense

Bond issuance cost/pay agent fees

Total nonoperating revenues
{expenses)

Income before transfers
Transfers in
Change in net assets
Net assets — beginning of year

Net assets — end of year

124

June 30, 2007

3 280,598

64,742
25,933
40,562
19,605
27,361
14,628

41,631

233 862
46.736
10
(400)
(300)
690
46,046
13,000
59,046
1,923 493

§ 1982539

June 30, 2006

3 281.679

54,098
19,651
27,510
54,007
14,213
13,702

41,031

224212

57,467

9
(3,176)
(300
(3.467)

54,000

5,000

59,000

1.864.493

§ 1923493

uuuuu
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CITY OF ADRIAN, MICHIGAN

STORM WATER UTILITY ENTERPRISE FUND

COMPARATIVE STATEMENTS OF CASH FLOWS

For Fiscal Years Ended June 30, 2007 and 2006

DECREASE IN CASH AND CASH EQUIVALENTS

Cash flows from operating activities:
Cash received from customers
Cash paid to suppliers
Cash paid to employees

Net cash provided by
operating activities

Cash from noncapital financing
activities:
Transfers from General Fund
Cash flows from financing activities:
Interest paid and agent fees on
general obligation bonds
Bond principal payment

Net cash used in capital and related
financing activities

Cash flows from investing activities:
Interest

Net decrease in cash and cash equivalents
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

June 30, 2007

$ 264,598
(99,517)
(68.149)

96932

13,000

(2,700)
(100.000)

(102,700)
10

7,242

2,346

§ 9,588

RECONCILIATION OF OPERATING INCOME TO NET CASH

PROVIDED BY OPERATING ACTIVITIES

Operating incorme

Adjustments to reconcile operating
income to net cash provided by
operating activities:
Depreciation
Changes in Assets and Liabilities:
(Increase) decrease in due from other funds
Increase (decrease) in vouchers payable
Increase (decrease) in accrued liabilities
Increase (decrease) in due to other funds

Total adjustments

Net cash provided by operating activities

125

$ 46.736

41,031

(16,000)
2316
(3,407)
26.256

50,196

$ 96932

June 30, 2006

§ 268279
(126,978)
50,093

91,208

_ 5,000

(7,449)
(100.000)

(107.449)

9
(11,232)

13578

$ 2346

$ 57467

41,031

(13,400)
(3.394)
4,005

5499

33.741

$§ 91208
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CITY OF ADRIAN, MICHIGAN

WASTEWATER SYSTEM ENTERPRISE FUND

COMPARATIVE STATEMENTS OF NET ASSETS

June 30, 2007 and 2006

ASSETS

Current assets:
Cash and cash equivalents
Investments
Receivables:
Accounts
Deferred assessments
State of Michigan — SRF
Prepaid expense

Restricted assets available
for current liabilities:
Bond interest and redemption
account - cash
Bond interest and redemption
account — investment

Total current assets
Noncurrent assets:
Restricted investments:
Replacement account — investment
Bond interest and redemption account — investment
Total noncurrent restricted assets
Capital assets:
Land
Sewer system
Less: Accumulated depreciation
Construction int progress
Net capital assets

Total noncurrent assets

Total assets

127

June 30, 2007

$ 181,278

534,552
68,501
402,410
3,134

20,667

410,488

1.621.030

500,000
290,934

790.934
163,164
36,688,238

{15,098,566)
8.665.772
30.418.608

31,209,542

$ 32,830,572

June 30, 2006
$ 417114
121,567

340,859
68,501

3,470

328.450

_ 1,279,961

500,000
223.000

723.000

163,164
37,286,648
(15,037,853)

3,571,146

25,983.105

26,706,105

$ 27,986,066



(PAGE 2 OF 2)
CITY OF ADRIAN, MICHIGAN
WASTEWATER SYSTEM ENTERPRISE FUND

COMPARATIVE STATEMENTS OF NET ASSETS

June 30, 2007 and 2006
LIABILITIES ‘ June 30, 2007 June 30, 2006
Current liabilities:
Vouchers payable $ 429,612 $ 475818
Accrued payroll 11,764 9,709
Due to other funds:
General 26,011 6,550
Information Technology 4,742 4,421
DWRF Bends payable — current 460,000 365,000
Total current liabilities _ 932,129 861.498
Current liabilities — payable from
restricted assets:
Accrued interest 49,063 51,344
Noncurrent liabilities:
Accrued sick and vacation 37,297 55,098
DWRF Bonds payable 7,475,000 7,850,000
SRF Bonds payable 8.411,529 2,983,031
Total noncurrent liabilities 15,923,826 10.888.129
Total liabilities 16,905,018 11,800,971
NET ASSETS
Invested in capital assets,
net of related debt 14,072,079 14,785,074
Restricted for debt service 673,026 500,106
Restricted for replacement 500,000 500,000
Unrestricted 680,449 399915
Total net assets 3 15,925,554 16,185,095

128



CITY OF ADRIAN, MICHIGAN

WASTEWATER SYSTEM ENTERPRISE FUND

COMPARATIVE STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN

FUND NET ASSETS

For Fiscal Years Ended June 30, 2007 and 2006

June 30, 2007

Operating revenues:
Charges for services
Miscellaneous revenue
Special assessments

§ 3,392,142
17,995

50,988

Total operating revenues 3.461.125
Operating expenses:
Cost of services:
Wastewater treatment plant operation 1,566,713
Sanitary sewer expenses 204,078
Broad Street station expenses 43,069
Lift station expenses 38,321
Retention basis expenses 21,770
Administrative and overhead 731,688
Depreciation 984,405
Total operating expenses 3,590,044
Operating loss (128.919)
Nonoperating revenues (expenses):
Interest revenue 67,909
Interest expense (198,531)
Total nonoperating revenues (expenses) {130,622)
Change in net assets {259,541)
Total net assets — beginning of year 16,185,095
Total net assets -- end of year $15925554

129

June 30, 2006

$ 2,686,315
25,447

2,711,762

1,475,562
215,518
31,237
33,642
8,017
781,271
978.340

3.523.587

(811,825)
32,531
(207.594)
(175.063)
(986,388)
17,171,983

$16,185,095



CITY OF ADRIAN, MICHIGAN

(PAGE 1 OF 2)

WASTEWATER SYSTEM ENTERPRISE FUND

COMPARATIVE STATEMENTS OF CASH FLOWS

For Fiscal Years Ended June 30, 2007 and 2006

INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

Cash flows from operating activities:
Cash received from customers
Cash paid to suppliers
Cash paid to employees

Net cash provided by (used in)
operating activities

Cash flows from capital and related
finanecing activities:
Acquisition and construction
of capital asscts net of disposals
Interest expense
Bond proceeds - SRF Bonds
Principal paid on DWRF Bonds

Net cash provided by (used in) capital
and related financing activities

Cash flows from investing activities:
Interest
Investments purchased
Investment proceeds

Net cash provided by (used in)
investing activities
Net increase (decrease) in cash

and cash equivalents

Cash and cash equivalents at beginning
of year

Cash and cash equivalents at end of year (including $20,667 in

restricted funds)

130

June 30, 2007 June 30, 2006

$ 2,865,022 $ 2,717,416
(1,840,534) (1,753,081)
(806,939) (796.614)

217.549 167.721
(5,419,908) (3,633,672)
(200,812) (209,812)

5,513,498 2,983,031
(365,000) (355.000)
(472.222) (1,215.453)

67,909 32,531

(28,405)

941.116

39.504 973.647

(215,169) (74,085)

417,114 491,199

$ 201,945 $ 417,114

.
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(PAGE 2 OF 2)

CITY OF ADRIAN, MICHIGAN
WASTEWATER SYSTEM ENTERPRISE FUND
COMPARATIVE STATEMENTS OF CASH FLOWS
For Fiscal Years Ended June 30, 2007 and 2006

RECONCILIATION OF OPERATING LOSS TO NET CASH
PROVIDED BY (USED IN) OPERATING ACTIVITIES

June 30, 2007

Operating loss $ (128919)

Adjustments to reconcile operating
loss to net cash provided by (used
in) operating activities:

Depreciation 984,405
Changes in Assets and Liabilities:
(Increase) decrease in accounts receivable (596,103)
(Increase) decrease in due from other funds
(Increase) decrease in prepaids 336
Increase (decrease) in vouchers payable (46,206)
Increase (decrease) in accrued payroll 2,055
Increase (decrease) in accrued sick and vacation (17,801}
Increase (decrease) in due to other funds 19,782
Total adjustments 346.468

Net cash provided by (used in ) in

operating activities § 217549

131

June 30, 2006

$_ (811.825)

978,340
5,654
980
323,825

(18,528)
24,082

(334.807)

979.546

7,72



(PAGE 1 OF 2)

CITY OF ADRIAN, MICHIGAN

WATER SYSTEM ENTERPRISE FUND

COMPARATIVE STATEMENTS OF NET ASSETS

ASSETS

Current assets:

Cash and cash equivalents
Receivables:

Accounts

Deferred assessments
Due from other funds
Inventories
Prepaid expense

Restricted assets available for
current liabilities:
Customer deposits — cash
Bond interest and redemption
account — investment
Bond interest and redemption
account — cash

Total current assets

Noncurrent assets:
Restricted investments:
Bond reserve - cash
Bond reserve - investment
Replacement account — investment

Total noncurrent restricted assets
Capital assets:
Land
Water system
Less: Accumulated depreciation
Construction in progress
Net capital assets

Total noncurrent assets

Total assets

June 30, 2007 and 2006

132

June 30, 2007

3 18,753

545,864
22,629
233
168,925

7.774

764,178

17,155

211,156

992.489

62,664
114,368
100.000

277,032

102,928

22,671,864

(7,980,139)
717.393

15,512,046
15,789,078

$ 16,781,567

June 30, 2006

$ 121,818

342,831
22,629

143,030

6,565

636,873

15,580

208.875

861,328

36,965
104,660
100.000
241.625
102,928

22,449,876

(7,509,231)
523,530

15.567.103

15,808,728

16,670

e



(PAGE 2 OF 2)
CITY OF ADRIAN, MICHIGAN
WATER SYSTEM ENTERPRISE FUND

COMPARATIVE STATEMENTS OF NET ASSETS

June 30, 2007 and 2006
LIABILITIES June 30, 2007 June 30. 2006
Current labilities:
Vouchers payable $ 74,320 $ 51,609
Accrued payroll 12,548 11,524
Due to other funds:
General 34,691 8,032
Information Technology 4,156 2,431
DWRF Bonds payable — current 240,000 235000
365,715 309,496
Current liabilities - payable
from restricted assets:
Customer deposits payable 17,155 15,580
Accrued interest 31,156 32,625
Total current liabilities 414,026 357,701
Noncurrent liabilities:
Accrued sick and vacation 77,280 86,605
DWRF Bonds payable 4,745,000 4,985,000
Total noncurrent liabilities 4,822,280 5,071,605
Total liabilities 5,236,306 5,429.306
NET ASSETS
Invested in capital assets,
net of related debt 10,527,046 10,347,104
Restricted for debt service 357,032 317,875
Restricted for replacement 100,000 100,000
Unrestricted 561,183 475,771
Total net assets 11,545,261 40,7

133



CITY OF ADRIAN, MICHIGAN

WATER SYSTEM ENTERPRISE FUND

COMPARATIVE STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN

FUND NET ASSETS

For Fiscal Years Ended June 30, 2007 and 2006

Operating revenues:
Charges for services
Miscellaneous revenues
Special assessment

Total operating revenues
Operating expenses:
Cost of services:
Merchandise
Taps and service
Purification and pumping
Transmission and distribution
Administration and overhead
Depreciation
Total operating expenses
Operating income
Nonoperating revenues {expenses):
Interest revenue
Interest expense
Total nonoperating revenues (expenses)
Income (loss) before transfers
Transfers out
Change in net assets

Total net assets — beginning of year

Total net assets — end of year
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June 30, 2007

$ 2913774
320,569

39,022

31,273,365

37,063
7,757
1,035,704
471,312
835,346
470.909
2.858.091

415274
18,376
(126,094)
(107.718)
307,556
(3.045)
304,511

11.240,750

11,545,261

June 30, 2006

3 2,622,799
287,865

2.910.664

21,109
24,156
1,002,828
464,609
817,549

462,727

2,792,978
117,686

12,531
(131.906)
(119,375)

(1,689)
11,242 439

$ 11,240,750



(PAGE 10F2)

CITY OF ADRIAN, MICHIGAN

WATER SYSTEM ENTERPRISE FUND

COMPARATIVE STATEMENTS OF CASH FLOWS

For Fiscal Years Ended June 30, 2007 and 2006

INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

Cash flows from operating activities:
Cash received from customers
Cash paid to suppliers
Cash paid to employees

Net cash provided by (used in)
operating activities

Cash flows from non capital financing activities:
Transfer to Information Technology Fund
Net cash used in capital and related
related financing activities

Cash flows from capital and related financing activities:
Acquisition and construction of capital assets
Principal paid on DWRF Bonds
Interest and agent fees on DWRF Bonds

Net cash used in capital and related
financing activities

Cash flows from investing activities:
Purchase of investments
Interest
Proceeds on investments
Net cash provided by investing activities

Net increase (decrease) in cash and cash equivalents

Cash and cash equivalents at
beginning of year (including $261,420 in restricted funds)

Cash and cash equivalents at end of year (including $290,975 in
restricted funds)

Cash flows from noncapital financing activities:
Transfer to Information Technology Fund

Net cash used in capital and related financing activities
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June 30, 2007

$ 3,071,674
(1,372,062)
{1,000,330)

699,282

(3.045)
_ (3.045)

(415,852)
(235,000)
(127.563)

(778.415)

(5,708)

18,376

8.668

(73,510)

383,238

$§ _ 309728

—(3.045)
(3.045)

June 30, 2006

$ 3,238,818
(1,587,815)
(978,175)

672,828

(412,192)
(225,000)

(133.312)

(770.504)

12,531
272.870

285.401

187,725

195,513

$ 383238



(PAGE 2 OF 2)
CITY OF ADRIAN, MICHIGAN
WATER SYSTEM ENTERPRISE FUND
COMPARATIVE STATEMENTS OF CASH FLOWS
For Fiscal Years Ended June 30, 2007 and 2006

RECONCILIATION OF OPERATING INCOME TO NET CASH
PROVIDED BY (USED IN) OPERATING ACTIVITIES

June 30, 2007

Operating income $ 415274

Adjustments to reconcile operating
income to net cash provided by
(used in) operating activities:

Depreciation 470,909

Changes in Assets and Liabilities:
(Increase) decrease in accounts receivable (203,033)
(Increase) decrease in due from other funds {233)
(Increase) decrease in inventories (25,895)
(Increase) decrease in prepaid expense (1,209)
Increase (decrease) in vouchers payable 22,712
Increase (decrease) in accrued payroll 1,024
Increase (decrease) in accrued sick and vacation (9,325)
Increase (decrease) in due to other funds 27,483

Increase (decrease) in customer deposits

1,375

Total adjustments 284,008

Net cash provided by (used in)
operating activities § 699,282
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June 30, 2006

$ 117,686

462,727

32,291
295,313
(22,380)

1,517
(156,255)
(20,437)
5,768
(43,952)
550

555,142

672,828

(]
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CITY OF ADRIAN, MICHIGAN

COMBINING STATEMENT OF CHANGES IN ASSETS AND LIABILITIES -

ALL AGENCY FUNDS

For Fiscal Year Ended June 30, 2007

Balance
July 1, 2006 Additions Deductions
PAYROLL DEDUCTION FUND
ASSETS
Cash $ 14675 $ 167,904 3 168,357
LIABILITIES
Vouchers payable § 14675 3 167,904 h) 168,357
PROPERTY TAX FUND
ASSETS
Cash $§ 19994 § 202,874 $ 215,295
LIABILITIES
Due to other taxing units $ 19994 § 202,874 3 215,295
TRUST & AGENCY FUND
ASSETS
Cash $ 295918 $§ 22,183,512 046,652
LIABILITIES
Restricted deposits 295 3 22183512 $ 22,046,652
TOTAL - ALL AGENCY FUNDS
ASSETS
Cash § 330,587 22 2 3 22430304
LIABILITIES
Vouchers payable $§ 14,675 3 167,904 b3 168,357
Due to other taxing units 19,994 202,874 215,295
Restricted deposits 295918 22.183.512 22.046,652
Total liabilities $ 330,587 $ 22,554.290 3 22430304
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Balance
June 30. 2007

$ 14222

$ 14222

3 1,513

3 7,573

$ 4327718

3 432,778

3 454573

$ 14222
7,573
432,778

$ 454573



CITY OF ADRIAN, MICHIGAN

DOWNTOWN DEVELOPMENT AUTHORITY - SPECIAL REVENUE FUND

DISCRETELY PRESENTED COMPONENT UNIT

COMPARATIVE BALANCE SHEETS

ASSETS

Cash and cash equivalents
Investments

Accounts receivable

Due from primary government

Total assets

LIABILITIES AND FUND BALANCE

Liabilities:
Vouchers payable
Due to primary government
Accrued payroll

Total liabilities

Fund balance:
Reserved for:
Encumbrances
Unreserved:
Undesignated

Total fund balance

Total liabilities and fund balance

June 30, 2007 and 2006

June 30, 2007
$ 207,681
276,573

4,683
7,800

3 496,737

$ 109,773
7,022
406

117,201

47,984
331,552

379.536

$ 496737

June 30, 2006

$ 444,463
14,437
9,500

$§ 468,400

$ 93,048
258
310

93.616

35,193
339,591

374,784

$§ 468,400



CITY OF ADRIAN, MICHIGAN

DOWNTOWN DEVELOPMENT AUTHORITY - SPECIAL REVENUE FUND

DISCRETELY PRESENTED COMPONENT UNIT

COMPARATIVE STATEMENTS OF REVENUES, EXPENDITURES AND CHANGES IN

FUND BALANCE

For Fiscal Years Ended June 30, 2007 and 2006

Revenues:
Property taxes
Interest
Other
Contribution from Primary
Government —General

Total revenues
Expenditures:
Current:
Other services
Property acquisition
Contributions to Primary
Government
Total expenditures

Excess of revenues over expenditures

Other financing uses:
Transfer out

Net change in fund balance
Fund balance — beginning of year
Prior year adjustment — TIF property taxes

Fund balance — end of year

June 30, 2007

$ 292,188
15,032
8,382

7,800

323,402

185,290

17,000
202,290

121,112

{116.360)
4,752

374,784

§ 379,536
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June 30, 2006

$ 284,372
8,676
4,695

297,743

200,154
60,363

42.870

303,427

(5,684)

(121.800)
(127,484)
565,923
(63.655)

$ 374784

-



CITY OF ADRIAN, MICHIGAN

DOWNTOWN DEVELOPMENT AUTHORITY - DEBT SERVICE FUND
DISCRETELY PRESENTED COMPONENT UNIT

COMPARATIVE BALANCE SHEETS

June 30, 2007 and 2006

ASSETS June 30, 2007

Cash $ 15.950

Total assets $§ 15950

LIABILITIES AND FUND BALANCE

Liabilities:
Accrued interest payable $ 15,855
Fund balance:
Reserved for debt retirement 95
Total liabilities and fund balance $ 15,950
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June 30, 2006

$ 16,224

$ 16,224

$ 14,215

2,009

$ 16224



CITY OF ADRIAN, MICHIGAN

DOWNTOWN DEVELOPMENT AUTHORITY - DEBT SERVICE FUND
DISCRETELY PRESENTED COMPONENT UNIT

COMPARATIVE STATEMENTS OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCE

For Fiscal Years Ended June 30, 2007 and 2006

June 30, 2007

Revenues:
Interest 3 151
Total revenues 151
Expenditures:
Debt Service:
Principal retirement 85,000

Interest and fiscal charges 33.425

Total expenditures 118.425
Deficiency of revenues over expenditures (118,274)

Other financing sources:

Transfers from DDA - Special Revenue 116,360
Net change in fund balance (1,914)

Fund balance - beginning of year

2,009

Fund balance - end of year $ 95
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June 30, 2006

$ 50

50

85,000

_ 38185

123,185

(123,135)

_ 121,800
(1,335)
3344

$ 2009



CITY OF ADRIAN, MICHIGAN

LOCAL DEVELOPMENT FINANCE AUTHORITY - DEBT SERVICE FUND
DISCRETELY PRESENTED COMPONENT UNIT

COMPARATIVE BALANCE SHEETS

June 30, 2007 and 2006

ASSETS June 30, 2007 June 30, 2006

Cash 3 55842 $ 47439
Total assets $ 55842 $§ 47439

FUND BALANCE

Reserved for debt retirement § 55842 § 47439
Total fund balance 55,842 $ 47439
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CITY OF ADRIAN, MICHIGAN
LOCAL DEVELOPMENT FINANCE AUTHORITY - DEBT SERVICE FUND

COMPARATIVE STATEMENTS OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCE

For Fiscal Years Ended June 30, 2007 and 2006

June 30, 2007 June 30, 2006
Revenues:
Property taxes $ 123,735 $ 123,722
Interest 1.744 322
Total revenues 125,479 124,044
Expenditures:
Debt Service:
Principal retirement — City 7,500 7,500
Interest — City 1,200 1,800
Interest — Jacuzzi Brands 108,376 114,421
Total expenditures 117.076 123,721
Net change in fund balance 8,403 323
Fund balance - beginning of year 47.439 47.116
Fund balance - end of year $ 55842 47,4

144
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(PAGE | OF 6)
CITY OF ADRIAN, MICHIGAN

SCHEDULE OF INDEBTEDNESS

June 30, 2007
PRIMARY GOVERNMENT Date Of Issue Amount Of Issue
Parks & Recreation 05/23/03 $ 1,200,000
Wastewater System RevenueBonds 09/26/02 $ 8,920,000

(DWRF Loan)

146

Interest Rate

3.64%

2.50%



Date of Maturity

11/23/06 — 05/23/07
11/23/07 — 05/23/08
11/23/08 — 05/23/09
11/23/09 - 05/23/10
11/23/10 — 05/23/11
11/23/11 - 05/23/12
11/23/12 — 05/23/13

10/01/06 — 04/01/07
10/01/07 — 04/01/08
10/01/08 — 04/01/09
10/01/09 - 04/01/10
10/01/10 — 04/01/11
10/01/11 — 04/01/12
10/01/12 — 04/01/13
10/01/13 — 04/01/14
10/01/14 - 04/01/15
10/01/15 — 04/01/16
10/01/16 — 04/01/17
10/01/17 - 04/01/18
10/01/18 — 04/01/19
10/01/19 — 04/01/20
10/01/20 - 04/01/21
10/01/21 - 04/01/22
10/01/22 — 04/01/23
10/01/2023

(PAGE 2 OF 6)

CITY OF ADRIAN, MICHIGAN

SCHEDULE OF INDEBTEDNESS

June 30, 2007

June 30. 2006

113,072
117,225
121,531
125,995
130,623
135,420
140,394

4,26

365,000
375,000
385,000
395,000
405,000
415,000
425,000
435,000
445,000
460,000
470,000
480,000
495,000
505,000
520,000
535,000
545,000

560.000

215,000

147

June 30, 2007

117,225
121,531
125,995
130,623
135,420
140,394

§ 771,188

375,000
385,000
395,000
405,000
415,000
425,000
435,000
445,000
460,000
470,000
480,000
495,000
505,000
520,000
535,000
545,000

560,000

$ 7.850,000

Annual Interest
Payable

$ 31,167
27,014
22,708
18,244
13,618

8,818

3.844

$ 125413

200,812
191,562
182,062
172,312
162,312
152,063
141,563
130,813
119,812
108,500
96,875
85,000
72,813
60,313
47,500
34,313
20,813

7.000

$ 1986438



(PAGE 3 OF 6)
CITY OF ADRIAN, MICHIGAN
SCHEDULE OF INDEBTEDNESS

June 30, 2007

PRIMARY GOVERNMENT Date Of Issue Amount Of Issue
Water Supply System Revenue Bonds 09/26/02 § 5,665,000
(DWRF Loan)
Wastewater System Revenue 09/22/05 $ 2,040,000

Bonds (SRF Loan)
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Interest Rate

2.50%

1.625%

—



et

Date of Maturity

10/01/06 — 04/01/07
10/01/07 — 04/01/08
10/01/08 — 04/01/09
10/01/09 — 04/01/10
10/01/10 — 04/01/11
10/01/11 — 04/01/12
10/01/12 - 04/01/13
10/01/13 - 04/01/14
10/01/14 — 04/01/15
10/01/15 — 04/01/16
10/01/16 —~ 04/01/17
10/01/17 — 04/01/18
10/01/18 — 04/01/19
10/01/19 — 04/01/20
10/01/20 — 04/01/21
10/01/21 — 04/01/22
10/01/22 - 04/01/23
10/01/2023

10/1/06 — 4/1/07
10/1/07 — 4/1/08
10/1/08 — 4/1/09
10/1/09 — 4/1/10
10/1/10 — 4/1/11
10/1/11 - 4/1/12
10/1/12 — 4/1/13
10/1/13 — 4/1/14
10/1/14 - 4/1/15
10/1/15 — 4/1/16
10/1/16 — 4/1/17
10/1/17 — 4/1/18
10/1/18 — 4/1/19
10/1/19 — 4/1/20
10/1/20 — 4/1/21
10/1/21 — 4/1/22
10/1/22 — 4/1/23
10/1/23 — 4/1/24
10/1/24 - 4/1/25
10/1/25 - 4/1/26
10/1/26 — 4/1/27

(PAGE 4 OF 6)

CITY OF ADRIAN, MICHIGAN

SCHEDULE OF INDEBTEDNESS

June 30, 2007

June 30, 2006

$ 235,000
240,000
245,000
250,000
255,000
265,000
270,000
275,000
285,000
290,000
300,000
305,000
315,000
320,000
330,000
340,000
345,000

355,000

$ 5.220,000

June 30, 2007

240,000
245,000
250,000
255,000
265,000
270,000
275,000
285,000
290,000
300,000
305,000
315,000
320,000
330,000
340,000
345,000

_ 355,000

3 4,985,000

85,000
90,000
90,000
90,000
95,000
95,000
95,000
100,000
100,000
100,000
100,000
105,000
105,000
105,000
110,000
110,000
115,000
115,000
115,000

120,000

3 2,040,000

Annual Interest
Pavable

$ 127,563
121,625
115,562
109,375
103,063

96,562
89,875
83,063
76,062
68,875
61,500
53,938
46,187
38,250
30,125
21,750
13,188

4437

1,261,000

33,150
32,469
31,037
29,575
28,113
26,610
25,066
23,522
21,938
20,313
18,688
17,063
15,397
13,691
11,985
10,238
8,450
6,622
4,753
2,884
975

5 382,509
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CITY OF ADRIAN, MICHIGAN
SCHEDULE OF INDEBTEDNESS

June 30, 2007

PRIMARY GOVERNMENT Date Of Issue Amount Of Issue

Wastewater System Revenue 12/15/05 Not to exceed
Bonds, Series 2006B (SRF Loan) $7,090,000

Accumulated vacation and sick pay -
long term

TOTAL - PRIMARY GOVERNMENT

COMPONENT UNITS -
DISCRETELY PRESENTED Date Of Issue Amount Of Issue

Downtown Development Authority Bonds 10/01/92 $ 1,025,000
(Limited Tax General Obligation Bonds)

Local Development Finance Authority -
Reimbursement Obligation to Third

Party

TOTAL - COMPONENT UNITS -
DISCRETELY PRESENTED

150

Interest Rate

1.625%

Interest Rate

6.4
6.4
6.4
6.4
6.4
6.4
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CITY OF ADRIAN, MICHIGAN
SCHEDULE OF INDEBTEDNESS

June 30, 2007

Annual Interest

Date of Maturity June 30, 2006 June 30, 2007 Pavyable
Not available Loan Balance at 6/30/2007
$ 6,456,529 Not available
$ 454433 § 572,402
$ 17,856,724 $ 22,675,119
03/01/2007 $ 85,000 $ §
03/01/2008 85,000 85,000 25920
03/01/2009 80,000 80,000 20,480
03/01/2010 80,000 80,000 15,360
03/01/2011 80,000 80,000 10,240
03/01/2012 80,000 80,000 5,120
$ 490,000 $  405.000 3 108480
(Payments dependent
on tax revenues
$ 764.100 $ 764,100 available.)

$ 1,234,100 1,169,100
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EXHIBIT A-1

CITY OF ADRIAN
FY2006-07 COMPREHENSIVE ANNUAL FINANCIAL REPORT

STATISTICAL SECTION

This part of the City of Adrian’s Comprehensive Annual Financial Report presents
detailed information as a context for understanding what the information in the financial
statements, note disclosures, and required supplementary information says about the
City’s overall financial health.

Contents Pages
Financial Trends 155-161

These schedules contain trend information to help the reader understand how the
City's financial performance and well-being have changed over time.

Revenue Capacity 162-165
These schedules contain information to help the reader assess the City's most
significant local revenue source, the property fax.

Debt Capacity 166-170
These schedules present information to help the reader assess the affordability of
the City's current levels of outstanding debt and the City’s ability to issue
additional debt in the future.

Demographic and Economic Information 171-172
These schedules offer demographic and economic indicators to help the reader
understand the environment within which the City’s financial activities take place.

Operating Information 173-175
These schedules contain service and infrastructure data to help the reader
understand how the information in the City’s financial report relates to the
services the City provides and the activities it performs.

Sources: Unless otherwise noted, the information in these schedules is derived from the
Comprehensive Annual Financial Reports for the relevant year. The City implemented
GASB Statement 34 in FY2002-03: schedules presenting government-wide information
include information beginning in that year.

153



GGl sbed

961°/€1°L9% ¥60'28y'v¥9$ L0£'69¥'99% 00.'p2E'89% ¥GY' GG '89% S19SSY JON JUBLUIBA0E) Arewlid (B0 ],
G96'/€l'8 66€'G665'L 9v8'v91°6 928'0G/ L1 GE6'0GL'0L pajousan
cee'6e8'9 820°/82'S 2£0'952°S €20'€52'9 90t'900'9 pajoL)say
606°691°25$ 199'665°15% 62h'8r0'2s$ 108°02€°05$ €11'869°16% 1eQ peje|sy JO 19N 'sjassy [ejde) ul pajsany|

JuswuIaAog) Auewild

L2r'8Ly LES 2oe'60e'1e9 £68'861°2€$ Z¥2'656'CES L6E'PL0'2ES slessy 18N sanianoy adA-ssauisng |ejo L
196'100°¢C G90'89G°} 2L9'96L°C 6¥¥' 68V ogl'eeL’e palouIsaun
850'0€E9°}) 186°LLY' L 000°'08€"} £¥2'G05°1 600’662’ pajouisey
96£'0y8'/2$ 95¢'eee 9es L8L'ceo'ees 065'655'92$ rAXAVA £ WEAS 1950 Pajelay Jo 19N ‘sjessy [ende)d Ul paysaaul

saniAdy adAl-ssauisng

G//'8G9'6ES 26L'CLLEES vSr 0.2 vES 8G¥'GIE'GES £50°182'G€$ S]SSSY 19N SalJIAIIDY [eJusLLLISAQY) (210
866'GEL'9 veE'L20'9 v21'89¢€'9 L2€°968°9 G18'81L0°L pajosalun
#92'661'G L¥0'698'€ 2e0'9.8'¢ 0£8'ip.L'Y LoV LLL'Y psjoLsay
eLe'eee'ves Liv'oLre'ees 8¥2C'920'¥C$ 162'192'€2$ I¥8°050°v2$ 198 pajelsy Jo 19N ‘sjessy |eNde) Ul pajsaa|

S3l)IANOY [EJUSWILISAQL)

10-900Z 90-600Z $0-¥00Z 0-£00Z £0-2002
dv3aA vasid

(Bunnunosae jo siseq jeniaoe)

SHUVYAA TvISId JAId LSV
LNINOdINOD A9 S13SSV L3N
NVYIdAY 4O ALID
L-9 L19IHX3



]

{Bununcaoe jo s|seq [enidae)

SUVIA TvISId JA LSV
S13SSV 13N NI SIONVHI

i b i 1 1 P 1 & i Ek ; i E i
gg1 abed
GG8'899'G$ £9€'629'c$ 8YS'CEr ES obe'Z08'c$ 998'GEE'P$
Z6+'Z88 9r6'v61 22825 P25 LLY EP'ELS
¥P2289 ¥09'69Y 681'G| Sb1'26S 651°252°1L
9¥G'ZLE 9+0'602 788'cl2 716'€68 £€2€°206
960'tPL'2 629051} ¥96°262°1L 861'7SL'L L1£'6V8
£96') 218'22 166 118') ags'L
S15'009 61Z'G6G £52'6tP ¥16'25¢ 0.8'c€9
6£G'6£0'1$ 100'846% IPB'ELLLS 8lL/'G6ES PN NARY
¥08'826'12% L9¥'820'€28  L.E£'208'ZZ$ 988'€91'0Z$ £56'vP8'61$
v91L'/8G6 1S 168651 LS 150'88+'2$ 886'066'G$ ¥05'v86°'G$
z95'¥¢2 889'/2¢2 6.5'tPE 168'£02 65£'S91
196'16 66€'GLL 189'Z51 696'211 S¥S'c0l
L06'28F Sbz'ssy 099'06¥ Z61'0vF SEP'ELY
581'786'Z ¥88'¥26'Z 1GL'PE0'E 188'GZH'T P6¥ 169'Z
5/G'882'¢CS 18L'1E2'CS 08£'69¥'c$ 560'708'Z$ 129'909'2%
029168 v1$ #90'€29'G1$  9ZE'PIEPLS 868'2.1'7L$ 6¥F'098'CLS
v10'22 FANNS) 69£°69 £19'8s 8€G'/8
GEL'ESL L 01L68L+'C 850'C1G6° 605'212'Z 156°8L1'T
0St'ers 069'665 268'8.2 Gl0'619 PSO'EPL L
910's0L'2 €20'899'1 LZ11E9°1 Shp'G86'L 1GZ'00E"L
000°128'1L L09'Lt1'e ¥se'sgl'e Z80'GL6'L 910'680'2
0£0'691°1L 950'ZZ1') G86'78. 980'920°L 521°026
£95°L10'S 868'ZL6'Y GSZ'€69'y 685'109'P 691 26€'y
Z92°115'Z% 22L'05t'23 082'359'2% 6LV ¥89'LS 6€2°208'1$
209002 90-5002 S0-+00Z $0-£002 £0-2002
Hv3IA TVISId
Z-d LgIHX3

NVRIQVY 4O ALID

-

sanuaray weibold SanAIY [BJUSWIUIBACL) [Bj01
sabpug pue s198.))g 'sAemybiy
Juawdojaaag o1woua] @ AJuNwwa)

$80I1A188 Jay)0)

uolEaIay pue ainyng

SMIOM 2lland
Aejeg algnd

JUSWILIDAQS) |BIBUAG)
IS8IIAIOY [BIUSLULIBADL
(suonnquiuod @ sueso “jpul) SIANNIATY WVHOOUd

§95UadXT JUBWUIBACY AlBWU [B1O ]
sasuadx3 sepAloy adA-ssauisng [ejo|
Auinn Jeyep uualg

wajshg Bupped ajiqowoiny
walshg apry-v-1eig

wolsAg Jerep

WB)SAG JOIEMBISBAA
‘SalIANIY adA)-ssauisng

595UadX] SANIANOY |BIUSWILIBAOS) B0
1g9q wia | -Buo uo isalay)

sabpug pue s}eaing ‘shemybiy
Wswdojaaag o1ou0sg B AJunwwon

$92IA1aG JaYI0

UOIJESIDaY pue aInyNy

S}IOM 21and
Apjes aiqnd

JUBWIUIBA0S) [BIBUSD
“SOIJIAIIY |EJUBLLILIDADL)
S3ISN3IdX3



251 abed

© jJuawwIBACY Alewud |1B10 L
SoljIAlY adA)-ssauisng
SAIAINYY |BJUDWILIBACD

S13SSY L3N NI IONYHD

JUSWILLIBADD) Aueulild |E10 |
S9IAIY adA)-ssauIsng [B10

sJ9jsuel

sBuinie] juasunsaau] pajoIsaun
:SalAlOY adAl-ssauisng

SBINAIIDY |JUBLLILIBACE) |BJO L
slajsuel|
sBuluie] JuswyssAUl papusalun
(sweiboud oiyoads o} pajoLysal Jou) SUOKNQUILOT) PUB SJURIC)
XEL [8n4 3[21YaA Jojop
Xe| soleg
saxe| Apadoiy
:SANIAIIOY |BJUSLIUIBADD)
$13SSV L3N NI STIONVHO H3IHLO ANV SINNIAIY TVYINTD

asuadx3 18N JuswwaAocD Aewud |ej0]
s8IIAl0Y adAi-ssauisng

SOIJAIIIY |EJUSWILIBACL)
INNIATY/(SISNAdXT) 1IN

SanuaAay Weibold JuswiLIaAog Arewnd jejo |
sanuaasy welboud sanaRoy adA}-ssaursng (2jo
AN 481 Wicls
walshs Bupped ajiqowoiny
WwalsAg apiy-v-1eiqg
WwaysAS Jojep
Wa)SAG JBlemalsepn
SelANoY adAl-ssauisng

(Bununosae o siseq [en4o9e)

SYHVIA IVISId 3AIH LSV
S13SSVY L3N NI S3ONVYHO

Z01'659'2$ (c12'296'18)  (€6E'GSE°LS) (rS2'0g1$) 669'G9L'L$
6LL'691 (155'688) (68€'092) S+8'v8Z L08'2LL
£86'G8¥'Z$ (299'260°18)  (#00'S60'LS) (665'GL¥$) 8268'/¥0'1$
LES'SZH L LS 82£'880'LLS  0Z¥'S69'0L$ 808'6L2'01% Py L62'01S
£€8/'012$ 6EE'88LE 9¥9'60%$ 068'¥9Z$ 296'81Z$
99¢€'201 0£6'0Z1L 9¥2'9.2 1Z1'691 €ET'001
LLP'B0LS 60%' 9% 00t'EELS £22'S6$ 625'8LL$
8r.L'80Z'LL§ 6£0'006'0L$  #22'G8Z'0L$ 856'756'6% L8P'2L6°0L%
{99e°201) (0e6'0zL) (9¥2'942) (221°2G1) (gev'001)
825675 v12'85¢ 9€6'9€2 6.8'0L1L $E5'8vC
9gE'El S82'GL gre'zl 800'LL S11099
6G.'66Z'L ZeZ'60E"L Z06'2¥E'L 868'/¢ec'l 186'222'L
SGL'E8E'T LOE'80P'Z Z66'GEP'Z 6G2'1S5'T 066'129'Z
9£€£'0,0'2$ /8€'698'0% ¥¥8'825'9% g¥0'L+0'9$ 882'v16'G$
{62+'022°8%) (166'620°cL$) (€18°055°ZL$) (€95°0GE'0LS) (¥v2'Geo69)
(#99'2¥) (068°220°1) {GE0'0LL'}L) G66'61 (1oL'1o1)
(597'222'9%) (Loz'266'LLS)  (gz2'08€'11$)  (855'0€'01%)  (£85°'p2S6%)
S/E'80Z'CLS 0/8'200'0L$  $95'L52'6$ £ZE'CLE'6S 602612018
0ZS'6£5'2$ 206'22€°98 91L0'81£'9$ £86'0L0'9% £HL'£88'6S
865'082 6.9'182 €19'€9€ S96'€9Z 1£6'262
18%'GLL L78'9F 6€Z°08 SLe'LLL #55'001
1G6'80% 19G'9ZY G96'662 €LZ'8LE 0£5'99¢
G9£'€lg'E $9901L6'C 606'006'2 129'cLL'e z£1'888'2
SZL'L9¥'ES Z92'L 1428 060'€/9'7% B0E'EYS'ES 051'G/2'2%
2079002 90-5002 S0-002 ¥0-£00Z £0-2002
HY3IA IVISIH
Z-9 LigiHX3

NYIIAY JdO ALID



ol

P i i k& ; ®BE 1 FE I KN 4 K i KN & K i@ B 3 K i & i ® 1 1
861 abed
28L'22E'1 1S £ITEL6'6S  00P'8EP'0LS £26'F86'LLS GG6'6ZL'ZLE 960'890'0L8 Z0v'6256% 061168  Zv8'lZr'BS  G6PGLEZS
v9Z'661'G8  ZP0'698'SS ZE0'9/8'€S  O0ERIPI'PS OV LLILPS  ZSL'G9BZS GIOLEL'TS  900'9ZZ'€$  SSGOFO'ES  ZLS'SEL'ZS
0 0 0 0 0 0 0 0 0 0
8/8'295 058'99 ¥6E'99 0 0 0 0 0 0 0
ler'plb'z  68L'66L'28 £08'68Y'Z$ GEP'BEL'CS EEP'PGR'ZS  €8L'0EK'ZS €E2'€62T¢ S89'GLRTS  £19'F/S'TS  68L'78L'Z%
§96'LZZ'T$ S00'CP9'LS GEB'GLE'LS S6E'800°T$ 896°9S8'LS  BOL'YEFS Zrr'BEYS 19E0LYS PAAR oL £2E'€66%
BIS'EZL'9S  994'Fb0'9$  RQOE'Z95'0%  E60ZEZ'IS  PSS'SOFLS  WYE'TOZULS  LTLL6L'9% LI6'Z68'SS  ZIEL8E'SS £86'€8S'bS
ILLI'BLES  9L8'8GS'S  €411'85.'G  00D960EQ  6Z1'886'C 1251507 €IV'I¥9'9  IFL'9¥.'S  06SELCS 68057 F
L09'€08%  0SE'S8P$  SST'POBS E6V'ZC63  GIL088'LS  €ZFLGLS ¥SZ'051LS yza'opLs AAN LK pOL'EELS
£0-900ZAd  90-S00ZAd  S0-F00ZAJ  $O-E00ZAd  £0-Z00ZAd  Z0-L00ZAd  LO-000ZAd 000Z-666LAd 66-866LAd  86-/66LAd
dv3A IvosH

€-89 LigIHX3

(Bununoooe Jo SISE( |BENIJDE paljipoLu)
SHUVIA TVISId NIL LSV
SANNY TVINIWNYUIAOD - STONVIVE NN

NVRIAY 40 ALID

e
[ ]
.
[ ]
[
Ll )
oy

SpuUN4 |2JUSWUIBAOD) [BJ0]

SpuN4 |EJUSWUISAOS) JBYIO IV [B10L
spun4 a21A18g 198Q
pun4 juswmopuy
Spun4 anuaaay [erads
Ul papoday ‘paatasalun
panlasay
Spun4 |EJUSWUIBA0D) JaYI0 IV

pun4 |eJaus9 (1oL
paAasaIun
paAlasay
pund |essuac



651 8bed

%L1 %49 %ET %E'T %0'L %e b %E'T %Lt %ET %0
69¢'60r LS (z81'5268)  (e25'o¥S'L$) (2£0's6L8)  0087Zr0°L 8 209 LPSS 0zZ6'cLPS 0190043 L12'660'1  6S6'827'LS
(ooz°'1ees)  {(695'021$)  {(9vz'osed)  (2Z1'2519) 195'660'LS  (622'65%) (s¥2'0s$) (969'LE%) (p2s'61%) (62L'ELS)
0 0 0 0 00000Z'L 0 0 0 0 0
(8ss160'2)  {(152°295'L)  (052'199'L)  (29Z'1es'?) {(s0i'886'L)  (Sspi'zze’t)  (ooe'zev'L)  (285'€62) (956'720'L)  (£98'667'L)
8GE'098'1$  ZBL'IPP'LE  POS'GEE’LS  GEL'POC'CS  2/2'988't  9L0°€9iL$ SSE'L/E'LS  L98'GS/S ZET'SS0'LS  vEL'98Y'LS
69.°0v9°Ls  (81L9'96E8)  (2/2'0/2°1$) (S06'Z€S) (292153} LEE L09S S9L°P9v$ 90£'88.$ LP6'8LL'LE  880°ZpP LS
916'828'vLS  ObP'PSS'PLY 661229V 0SC'0S6'ELS Zp0'090°SES 9EZ'PZL'ELS  692°EPL'ELS  FOO'C0OLLS  €OL'6LE6'0LS LZ'BIC I
1911 PLE LY £/9'87 BEC'/8 629'6 1125 68€99 00421 209’62 00Z'0F
TL0'ELL 001'822 Bby'861 £85'601 £52'E8 599'8. 169281 000'051 a1 000°0G1
[E1'600'2 £0¥'298'L 989'FY9Z  vPPPI'T  052'92T ) ¥r5'266'L 861" LER'L oKs'218'1 L2¥'905'L VSP'TLL)
891° /€6 £6/'G65 £12'9i2 00¥'G49 009'v2y' | ] 0 0 0 0
vi0'€LL LL¥'6SE G6Y'Z90°L  POS'ZIYL  GE6'ZEL'T £52'990'C 1267LL'T 00v'952°1 L50'022't 168'264'1
861'8.0'C $G9'£60°E L9E'092°C L1£242'T  pvOv'eETT SYSFLL'T 058'626'L 6E1'P6L'L L90'889'} GLL'9GL"}
£Lb'ZE0°L z+£'596 Lpe'860°L  TIE'TI6 £ES'P06 080'0LL'L 8£/'668 175'088 £5.'888 090'6%0'L
8b2'161'S 8G2'ceq'y LEV'BLE'Y  000'PPS'y  BOS'EES'V prL'Ese Y Zv0'920'y Z09'cee'y L ip6'E 0/9'Z9p'c
682'960'2¢  689'690'2%  L6Z'68L'ZE ZiL'TLLHE SE9'TeeLl$ €8T'S0S' 1S vEQZEF LS ZLL'ESE'LS  0Z2'9SP'LS 848'08c't$
G89'69v'9LE  2ZZ8'GSL'PI$  2ZTLSEELS STE'ZLE'CIS 00Z'800°6LS  /90'9/2°ElS  PEG'JO9'ELS OLE'LPEZLS  PPI'BEO'ZLE  6SE'LZRTIE
LBO'6ZL 0 0 0 0 0 0 0 0 0
820'96P 0 0 0 0 0 ] ] 0 0
000°ZL 0.9'Tr PES oY 0 0 ] 0 0 0 0
S.0'604 86E'v8 Pr6've 041'081 607'9¥Z £v8'202 0 0 0 0
290'026 82G°504 £15'908 8VE'ZZE L  LGE'TIT'L 104'961"} 80t'209 850'856. LE6'P69 G2Z'veE’ )
0/Z'clL'L 150'959 LOO'E94 zieeee’  PiZsiyL 6€'2r9 v91L°pee BLE2LE 12G'8€9 CIL'E9)'L
8BS 6bS v1Z'85¢ 9£6'9€2 648'024 0L0'98Z 6vF 9Ly ZBL'ELD Lvi'06Y 11G'6EP 9£9'c0P
652'8ve 659'062Z £E0'FeE 120'92¢ zii'siz 152'162 69€'v0E vvs'i8e 89£°992 188'292
G9.'0bE ¥00'€9¢ 6L2'9¢ee LiL'PLE 662'L0€E 125°12E 069'G6Z 619°20€ Zry'ooe £v0'92ZE
660t 08€'v9 LE9'E9 6vE'a9 854'99 858'v9 ¥S¥ L9 0/8'Z9 188't) £9.'85
8LE'9LO'Y €IE'ES6'E 8YL'8G6'C  GEE'886'E  PFR'09L'V 626'€1T'y vl 9LE'Y 966'$60'Y ¥2a'zesc 006'0LL'E
LoV brb SBp'16Z L'l GyL'68 9vE'008 8GL°615 ZBL'LEL 9¢£8'082 110'8€L v40'85
998'6/2 1z8'98t 817'292 L02'p81 685082 1508+ 886'C/L PEB'GSL 29Z'25L z1e'292
£/€°00L 09€'04L2 ¥9.'29 ZLe'vl 04904 $9€' IS /16'€9 69E'€0) $09'29 96v'/8
862'9/6'9%  /20'659'9%  09S'EEy'9% PEQ'YO6'SE BLL'EPE'S  1G0'999'GE  9LE'6KS'SS  BLOCEF'SS  LPE'SEE'SE  058'/60'GH
£0-900ZAd  90-500ZA4  SO-P00ZAd  VO-E00ZAd  €0-Z00ZAd  Z0-L00ZAd  LO-000ZAd  000Z-666LAd 66-B66bAd  86-/66bAd
¥YIA TVOSId

-8 nqiyxg

{Bujjunoooe Jo siseq jeniose payipow)
SUVIA TVISId NIL LSV
SANN4 TVINTANYIAOD - SIONVIVE ANNL NI SIONVHD
NYIMAY 40 ALID

sain)puadxy] [epde-ucN
Jo sbrjuadiad e se a01A13G 1990

STONVIVE GNNd NI SIONVHO 13N

(sss) seainog Buidurul4 120 18101
Sp9anN0Jd URC
INQ sJsjsuet
U sJajsued|

:(sasn) seainog Bujsueu) 1BYIO

sainypuadxg (Japun)usr0
S9NUBADY JO $530%]

sainypuadx3 1210 |
sabieys (eos)4 pue ysasay
uawaay (edipuud
adIMRg 198
Aeqno |endeD
Juawdo|aAa(] 2WoU0D] g AIUNUILOD
$80|BG JAUI0
ucnesiaay B aJnynD
SHIOM Dlignd
Aeges oigqng
JUSWILIBAOS) [BIAUSS)
*SHUNLIGNIIX3

SanuaAsy [210)
$984 SANRNSIUIWLPY
suofnguo aligng

VQaQ woJj uonngquiuoy
SIUBLISSISSY |e1nedg
18410
sasodind uoleNINEaq Joy - JSni| 994
sbuje] Juswysanu)
S99 pue saul4
sabieys ucissiupy pue asn
$921/95 Jo} sabfieyn
918G - [EuaWUIBA0BIBIU)
|Bi8pad - [ejuswiusdAobiaiu
SPWIaA '§ S9sUBIIN
aNUBATY PajB|aY XB] JaUY0)
saxe|

‘SIANNIAIY



S | ] i t 1 [ T | i i
091 afed
G/E'80Z°'€l$  0/8'200'0L$  #95°LGZ'6% £2€'¢18'63 602'61L2'013
025'6£6°4$  20G°2/€'9% 910'81£'9% £86'010'9$ £7£'€88'GY
865'08C 619182 £18'cot G96'€9Z 1£625¢
L8Y'GLL L8 '9f 6£2'08 GI8'LLL ¥GG'001
1G6'80Y 195'92Y G96'662 €12'81¢ 0./5'99¢
g9g'eL2'e ¥99'016'C 606'006'2 129'€42'2 ze1'888'C
GCL'Lob'es Z9L'L12'TS 060'€29'2$ B0E'EYS'ZS 051°622'2$
G68'899'G$  £0£'GZ9't$ 8rS'eer'cs 0vE'208'c$ 998'G8E'v$
25¥'288 96761 2ze'zsl VIS LLY 8EY'ELG
v¥.'189 ¥09'69¥ 681'G¥1 G¥1'266 651'2S82'L
9rg'TLE 9v0'602 288'€.2 v16'c68 £2€'106
960'¥¥1L'C G/9'0G1'} ¥96'262'} 861 %511 L1€'678
£96°} 21812 166 118'1 98.'1
G15'009 612'G6G £G2'6vv v16'25¢ 0/8'c€9
6€S'6£0°LS  100'826$ LyB'ELL LS 812'66€$ €16'L21%
10-900Z 90-5002 S0-v002 0-£00Z £0-2002
dv3A vosld

S-8 119IHX3

JusLIUIBADL) Alewlld [210]
SallINIoY adAj-ssauisng |10
AN 1l wiolg
Wweyshs Buntied sjiqowolny
wayshg apiy-v-felg
LIB)SAG Jale A
Wa)sAS Jajemalse
saaoy adAl-ssauisng

SOIJIAIOY [BJUDLLUISAOY) [BlOL
sabpug pue sjeans ‘sAemybiH
juswdojaaaq 21WOU0DT R AJUNWLLOYD
SODIAIDG JBYIO
uoljealoay pue ainjng
$HIOAM 21Ignd
Aajes ongnd
JUBUILIBAOD) [2IBUSS)
ISIIAIOY [BJUDLLUIBADS
weiboiquenosung

(Bununoooe jo siseq |ensooe)

SUVYIA TvISId 3AId LSV
AVHO0Ud/NOILONNG A8 SINNIATY NVIO0Ud
NVIHAV 40 ALID



191 ebed

%00 %E 2" %0°CL- %0’ - %8t Jedad

ZLS'PS (£86'601%) (995'241%)  (9v1'Gee) 122'L1ES Junowy

90-500¢ (Jepun)/dA0 £0-9002

abueyn

%102 %Ll %9'8 % .- %8 9¢ Jusoiad

8EL'c08' LS 118'21$ rig'cols  (108'061%) 8v'8.8'L$ Junowy

86-2661 (19pun)/iaAo /0-9002

abuey)d
¥86'66°01 £L£°001 85.'662'L  GSL'€8E'T 862'926'9 £0-9002
210'552'01 09g£'0L2 vee'liv'lL  LOE'80F'T 120'659'9 90-5002
18¥'9ZF01 ¥9.2'28 SrL'69%'L  266'SEV'Z 085'€EY'9 50-¥00Z
G0Z'286'6 A7 v06'L6E'L  GG2'16S'Z vE£8'796'S ¥0-£002
20g'v20'0l 049'02 v2s'esy'l  066°.29'C 8L1'c¥8'S £0-2002
vre'1€6'6 ¥9g'28 6.L'692'L  0GL'v¥6'Z 150'998'G 20-1002
168'626'6 116'€9 000'90€'L  #¥L'0L0'E 9€8'6%5'S 10-0002
£8€'0£9'6 69€'€0L 181'292'L  G18'428'C 8L0'2eY'S 00-6661
€15'9€€'6 80829 BL9'GET'L  G¥L'169'C I¥6'GEE'S 66-8661
9v2'956'8 967'.8 rr6'96L'L  966'€.5'C 0S8'260'S 86-,661

IviOL ¥3IHIO  XviT3and X1 S3axXvL AVIA

"HIAHOLOW  S3TVS Ald3dodd  vosid

9-9 lIdIHX3

(Bununoooe jo siseq [enJose payipow)

SUVIA TvISId NIL 1SV
SANNG TVLINIANYIAOD - 3DUNOS A9 SINNIATY XYL
NVIHQV 40 ALID



P 1 b i K1 0 1 & I T [ T i I i H S [ |
29| abed
Hoday uonezienb3 Aunoo s8mMeUST 192IN0S

6€09'GL  L08'€e.'06Y 660'2/9'28 006'00°€€S 00Z'860°29 008°069'6| 006'GLY'SYL 000°961°90¢€ 20-9002
ZL69'GL  020't06'9ZY 08g'etL'08 00£°'€59°'208 001°655'29 005°v/S°0l oog'zlo'9zl 006'906'20¢ 90-5002
0veL'SL  0LS¥6C'0LY 069°0¥5'€9 002'GER'ELY 006'019'29 00£'296°91 00L'8LG 211 006'8€.'9.2 G0-$#00¢
oveL’'SL  ObeE'vZC /6€ 091°8z8'95 006250 vt 001'9t2'69 00.'886°91 oog'0clcLL 006'969'65C ¥0-€002
92vZ’'sl  Z11'098°'€8¢ BEO'L.B'CS 051 1EG'0EY 00Z'€€£'99 005°222' 11 006'90£ 201 0S0'€L1'SPT £0-2002
€rPZ’'Sl  00S'2¥S'0.L€ 000'6.9'8 005°'9¢2C'61L¥ 002'G68'99 001°25s'8l oog‘orL 101 006'8£9'CET 20-1002
8285'GL  /8V'986°/GE £18°'9v6'ch 00£°'e€6'00F 00€'€€e'89 00F'9v8'9l 009'/t£'96 000'90¥'61¢C L0-000¢
0G..°GlL 881'8S}'L¥E cLsgle’le 00.'9/£'8.€ 009'982'¢9 006281°91 00Z'20Z'16 000'602°202 006661
¥2G09L 92.'€90'9Z¢E viz'oey'Le 000'¥6¥'LGE 009'88¢'8G 000°'/G9'Gl 006°2/69'G8 006062261 66-8661
$ZL1'9lL €9.'€2S'CLE 1£2'660'L2 000'€29°6€CE 005'821'GS 001°€l1'S1 00Z'016°C8 002Z'18£'98] 86-/661
Jlvy INTIVA ALY3dOoud ANTVA Ald3d0Odd Ald3dOoud ALY¥3dOoud ALd3d0Odd Hv3A
XVl J1avXvl LdW3IX3I-XvL (J3SS3ISSY TVYNOSHId  IVIHMLSNANI TVIDHIWWOD TVILN3IAISIH  TvISId
Lo3¥Ia Tv.1OL -§831 IvLlol

Iv.1OL

SYVIA TvOSId NIL LSV

Ald3dOdd TYNOSH3Id ANV TvIY 40 INTVA 319VXV.L ANV INTVYA Q3SSISSY
NVIAQV 40 ALID

-0 lI9IHX3



£9| abed

uonedNp3 [BUOBI0A pue uoljednpy feioadg sapnjouj ,

"aBe|iw ays g Buip|ing |0oyos pue abeliw Jgaq |0oyos
SE ||am Se ‘SpeajsawoH uo (138) e uoleonp3 ajejs Spn|oul SIS |00UYoS UOSIPE PUB UBLIPY SJ0N
Hoday juswuoipoddy AJuncn sameusT :82IN0Sg

00098 00cCEOL 0£¢9'G 868¢°/ 6€09'Gl 9r.i6°0 0000°L 00000 €629°¢El £0-900¢
000g’L 009%'6 04296 006¢'. ZL69'sl $086°0 0000°1 00000 80LL'ElL 90-6002
00€£6°9 00009 SPLLG coly L oreL’Sl £€86°0 0000°L 00000 L08L°¢l G0-7002
00084 00009 0€LL'S 198v'4 orel st ££86°0 0000°L 00000 L0S2°€l r0-€00¢
005.L°L 00009 L6L8'S GarG L 9ere’Si 0686°0 8BEEY' O 00000 8618'¢Cl €0-200¢
00082 0056'9 G919 9L ervreal 1066°0 Z66€°0 00000 pregelL ¢0-100¢
0008°L 00002 (AR €100'L 92896l G166°0 8G5¢E°0 000%°0 GGa8'cl 10-0002
000L°4 00002 ¥5G69°G €109'9 0S5.0°Gl ¥966°0 P5eeo 05¢s0 cBI6’EL 00-6661
00552 000c¢'2 8/16'G 6v89'9 res0'9l 0000°L 00050 00vS°0 1411 4" 66-8661
0000°9 0004 G8EL'S 6v69°9 reLi 9l 0000°L 00050 00090 vclovl B6-2661
LORLSIQ LOIMLSId  ALNNOD +LOI1SsIa Jivy SLINIW3IAOAAWNI NOILDO3ITI0D JOIAY3S ENRA -] dv3A
TJOOHJS TOOHJS 3JIIMVYNIT TJOOHOS Xvl 133¥ls JLSVM 14d3d alsvd vOsid
NOSIQvIN NvIi¥av JLVIG3INHILNI 1o3d1a IvOO0T arnos NOILvDI780
IvLi0l B\i-ENED)
$31VY XV.1 av3aLSIWOH ONIddVTIIAO S31vy L03¥ig ALID

SUVIA TvISId NIL LSV
S3LVY XV1 ALH3dOUd ONIddVYTHIAO gNV LO3Hig
NVYIHAVY 40 ALID

Z-0 LidiHX3



Ao
-
[

00E'v61'81ES

i b i B i

¥91 abed

L08'€ZL'05v$

£€-0 1ligIHX3

%6% L1 166'295'9¢$ %I19°Ge 001°869°'GL L%

%820 Sl #0S109'1L

%ES0 vl 001'669°tL

%ZL°0 L LL1L'082'2

%820 oL 009'Z28%'2

%950 €l 699'058°)L %y 0 Ze 008'096'L
%910 4 006'€90°2
%910 02 00£'G90'2
%910 6l 005'680'2
%80 gl 008'08L°¢
%950 i 005'505°2
%950 9l 000'6e5°2
%650 gl 006'0/9'¢
%¥9°0 4 001998
%290 £l 008'8£0'E

%50°1L S 9zg'see'e %89°0 4 00¥'190'¢
%LL0 i 000812'E

%E0’ L 9 199'19Z'¢ %980 ol 009'658'€

%880 ] 865'262'2 %¥6'0 6 00L'612'Y

%¥8°0 6 602°/89'C %101 ] 002'9¢S't

%66°0 l 662°'2EL°'E %LTL 2 00Z'0¥2'S

%LEL v 005'€9L'y %EY'L 9 00L'¥9t'9
%LG'L g 00Z2°008'9

%09} £ 002°220'G %G.°) 12 00¢'688°2

%890 4 000°€21'Z$ %G0°¢ € 009'vZ2'El

%E6'L Z LLE'2bL'D %92'¢ Z 000'969'¥ 1

%Z8b I 0S1°62e'GH %68'¢ I 00¥'¥1S' L1

ANTVA HNVY ANTVA INIvA MNVY AMVA

I79vXYL A19YXVL I19VXVL I19YXVL

Y10l 40 Iv.i01 40

IN3D¥ad IN3D¥3d

86-L66LAd 20-900ZA4

8010 Buissassy uenpy Jo At :30HNOS

JANTVA 3T19vXVL

ONRNLOVINNYN
ONIDAOT
ONRNLOVINNYW
1OW dOHd Tiv13y
ONRINLOVINNYIN
NOILvDNA3
JONVHNSNI
ONIOAOT
ONDINVE
ONISNOH
ON-HNLOVANNYW
ONISNOH
ONIHNLOVINNYN
ONI-HNLOVINNYIN
ALITILN

ONISNOH

ALILLN
ONIFINLOVINNYWN
ONRINLOVANNYIN
ONIMNLOVANNYN
RlAE]

vy
TIVN-TIVLIY
ONNLOVINNYIN
ONRNLOVANNYIN
ONIHNLOVYINNYW

SS3INISNG 40 3dAl

0OV S¥HVIA ANIN ANV HVYIA LNIHHND
SYUIAVd XV1 ALHId0Ud TYdIONING

NYRIAQY 40 ALID

jl-Alexk
“ONI '00d"vN

SH3INLHVd STANLNIA SND04
ONINNVL 31VLS NIAHYVD

071 ‘NYIHAY WA
'dy0D 'vnad

ALISHIAINN SLHOIFH YNAIS
071 LNIWNdOTIAIA WIH
SALVIOOSSY NYOIHOIW JLV1S-fdl

JAMVYNYT JO YNva

077 ‘SIN3WLYVdY T1IH 80N
SHOLVOIHAVd NVIHaY
SINIWLISIANI HODA3d

“ONI 'SAILYWOLNY AVATOS
ADOTONHOIAL SJOILSY1d NV1LXI
ANVJWOD 73Nd ® SYO SNIZILID
1SNYL ANV 43HOSIS
ASYINT SH3IWNSNOD

"ONI| ‘av1018
J331S NvYIHNaY

{SHNHONAA) F1VYLST TvIY LIVAM

"ONI Y3rIaw

077 ‘SINIWLSIANI UvdvNIS
LINIWIOVNVYIN S13ISSY ALINDI

JAILOWOLNY ADXH3ANI

LNIWJOTIAIA NOSHIANY

JAILOWOLNY IHd13d

YIAVIXV L



%0418
%66'G6
%1696
%Vl 86
%€S'86
%9586
%6186
%LG5°L6
%SG ¥6
%VS ¥6
AAZT HO
LN3D¥3d

18€'698'9
££2'962'9
9zZ1'120'9
rE8'Y96'S
0.6'002'S
¢Sh'GEL'S
£61°200°G
ey LYe'y
09z'erl'y
68.'GeS'y
LNNOWV

31vad Ol SNOILD3T100 VL0l

-0 LligIHX3

G9| obed

09g'0lLe
£9'8S
L8%'ey
868'Gl
ey
Geg's
665
6.2'61
€68'v
082'02
SHv3IA
LN3INDISINS NI
SNOILO3TT0D

%L ¥6
%6056
%6¢ 96
%88°L6
%S¥ 86
%Vt 86
%81 86
%8116
%GY 76
%0 16
AAIT O
LN3DJd3d

Ainseal] Jjo juswpedaq uelLpyY 10 Al :92.N0S

120'659'9
660°2€2'9
6€9'820'0
9E6'816'G
158'961°G
L19'621'S
¥65'100'S
€91'228'y
L9E'8EL'Y
600'G0S 't
LNNOWV

AA3T 3HL 4O Hv3A TvOSId
JHL NIHLIM 31037100

SAUVIA NIL LSV

GLI'LEO'L
826'865'9
6G9'092'9
0508209
9/1'812'G
6¥9'012'G
LEZ'¥60'S
9/1°296'v
9G62'910'G
62€'18L'Y

HVYIA VIOSId

3HL ¥0d

a3IATT s3AXVL

SNOILLO3TT10I ANV STIATT XV.L ALH3d0Odd

NVINAVY 4O ALID

o

40-900¢
90-G002
S0-700¢2
¥0-£00¢
€£0-2002
£0-1002
10-0002
00-6661
66-8661
86-2661
UVIA
Ivosid



i 1 [ B E ! [ S |
G66 %9'¥ LHL'201'22  000'G85'v
£9. %9'E L6Z'20¥'ZL  000'02Z'S
rAY, %E'E 09€°£28'Gl  000'S¥P'S
¥GL %Se 808'0¥£'9L  000'699'G
viv %Z'T 8Y6'2€5'0L  166'0S8'Y
68 %0 ¥r9'8/6't 0
801 %S0 60g'20v'c 0
vel %9°0 ¥09'596'2 0
LLL %G 0 ISE'ESH'ET 0
k44! %.0 viL'leve 0
Y1dvD 3JWOONI "LAOD NVO1

Had TYNOSH3d AMVWINd ann4d

40 Iv10L ONIATOATY
IN3IOH3d HIALYM
ONIMNIa

1~ L1gIHX3

000'058'Z
000'512'8
000'0£5'8
000°'026'8
995'9¥6'Z

COoOOoO 00

NVO1
aNN4d

ONIATOAIY  WILSAS

HIm3s

I 1 t
625'96¢'8 0
LE0'E86’'T 0O
0 0
0 0
0 000'052
0 000'GLY
0 000'004
0 000'052
0 000'G22

000'002 000°'008

S,

b & & ; i

99} afeq

COO0O0OQQO0O
OO0 00O0O0O

000°'SZ} ¥09'5e0" L
000'0G€E 16€°'89
000'525 vL2'201

SAONOg Z#SONOE I#SANOS 1JVHINOD
INNIAIY INNIATH INNIATNH aNVT

W3LSAS

H3am3s UIALVM

WILSAS NOILVIHO3Y
Hdlvm ? SHYVd

o
-

881'1LL
092'v86
09€'218'}
808'S51'Z
LBE'GBY'E
vP9'E0S L
60€°20L'L
000'500'}
000'09Z"L
000'0LS"}
SaNo8
NOILYDIT180
-ELED]
IviolL

SUVIA TVISId NIL 1SV
3dAL Ag 1930 ONIGNVLSLINO 40 SOILYY

NVIHQY 40 ALID

tic

88L'LLL
09Z'+89
09€'219'L
808°018°L
1B£'000'2
v¥9'c8e
60€'296
0
0
0
INFWITUSV
3SVHOUNd
INIFWTIVLSNI
NOLLY3I¥23Y
2 SHvd

0
000'001
000°002
000'562
000'68¢
000'0L¥
000'0SS
000'629
000°669
000'092

SaNOgd
ALnn
HILVM
WYHO1S

CDCOoOO0O000O00

000°0G1
000°00¢
000°05¢
SaNog

NOILV1S ONIMYvd

EL-IE]

0

0

0
000°05
000°00}
000'051
000061
000'0EZ
000'592
000'00¢
SaNos

oLny

20-9002
90-500¢
S0-+002
¥0-£002
£0-¢00¢
20-1002
10-0002
00-6661
66-8661
86-/651

HV3IA
VoS



291 abed

"1-331qIyx3 Ul punoj aq ued ejep uoheindod .,
‘Blep anjea Auadoud oy |- )IqIyx3 99g
‘sjuawale)s |BloUBLY Y} 0} $3J0U aY} Ul punoy 8q ues 1qsp Bulpueisino s Auo ayy Buipiebai spejaq 910N

LLPES %1170 881'14L 881°12L 0 0 0 10-900¢
LEvrs %EC0 092'v86 09Z'v88 000001 O 0 90-500¢
857183 % ¥ 0 09g'C18'L 09g°C19°) 00000 O 0 S0-¥00¢
v0°26% %PS0 808'G51'2 808'018'L 000662 O 000°05 r0-£002
88 LLLS %S9°0 L6E'S8P'C 16€'000°C 000'68 0 000°00} £0-2002
69°29% %l 0 rra'e0G" L rr9°'e88 0000 O 000°0G5} 20-100¢
0213 %80 60€°20L"L 60€°296 000'0SS 0 000°061 10-0002
8¥'Grs %6¢°0 000'G00°L 0 000529 000'0S}  000'0£e 00-6661
20458 %6€°0 000'092°L 0 000'G69 000'00€  000'S9Z 66-8661
v€'89% %810 000°01LS"L 0 000'09Z 000'0S¥  000'00E 86-/661
«»V1ldVD .Al¥3dO¥dd sSanNod INIWIIYOVY SOAONO"H SANO" SANOSg dv3A

H3d JO03NTIVA  NOILVOITHO 3ASVHIUNA  ALITILN NOILVLS ONIMYvd TvosId

F1avXVvl TVHINZD  INJWITVYLSNI d3ivm 3414 oLlnv
40 IN3DY3d Tvilol NOILVIHO3d WHOLS
? SHYvd

SHVIA TvOISId NIl 1SV
ONIGNYLS1NO 1930 a3aNOg TVH3INID 40 SOlLvd
Z-d LigiHX3 NVI¥Aav 40 ALID



89| abed

‘anjeA a|qexe} [e)o} s,jiun yoea Aq 3l Buipiaip pue saliepunogq s,A)10 auy)
UILIM SI JBY} 3NnjeA ajgexe) s,iun [ejuswiuiaaot Jayjoue Jo uciuod aiyy Buluiwialep Aq pajelulise asam sabejuadsad ajqeolddy
‘sanjea Aladoud ajqexe) Buisn pajewsa s ajqeodldde jqap Buiddepano jo abejuassad sy} ‘sexe) Ajadoid yum predasi ygep Jo4 .

‘Juawuianob

Buiddejiano yoea Jo 1qep ay) Buikedal Joj sjqisuodsal ‘aiojaiay) ‘pue juapisal e s JeAedxe) Aiaas jey) Alduwi Jou saop siy)

‘IaABMOH JUN023E OJUI USYE) 3q pjnoYs S9S3auisn(g pue SjuapIsas ayj Aq auioq uaping 1gap aJljud su) ‘1gsp wue)

-Buoy Aedal pue anss| 0} AjIge s,A11D 8y Buliapisuos uaym “1ey) saziubooas ssaooid SIY] "uBlpY JO sassauIsng pue

sjuapisal ay} Aq auloq si jey) syuswulaach Buiddejiaro asouy Jo 1qep Buipueysino ayj Jo uoipod sy sejeLwIse a|Npayds
sIuL Ao au) Jo salepunoq fesiydelBoal sy yum ‘Hed ul 3sea| Je ‘aploulod jey) asou) aJe sjuawuiaach Buiddepsag 19JON

‘Hun jejuswiuiaaob yoeas Aq pepiaosd Buipueisine 1qaq
uswpedaq uonezienbg Alunon aameus ay) Aq papirold sabejuaniad ajqeoiidde ajewsa o} pasn gjep anjeA ajgexe] :$8dunog

968'G2E ¥ 88L°LL109% 199Q BuiddepaaQ pue 10211 [B)0 1
0LL'¥SG'EPS 000°0vE'65% 1ge@ BuiddepsaQ 18N
008'692°L %00 ¥ 000'020'6 Auno) sameua
oLr'sez %0 €L 000'022'L 10LSIQ 100YDS UosIpep
00S'6¥0'2FS %0.'98 000'005'8¥$ $100y9S 21IQNd UBLpY
119340 ONIddvT33A0
8gL'LLL8 88l LLL 1gaq 1alig 19N
881'12/% %00°00L 881'LLLS aseyoind ueo jusw|esuj
11934 153yia

saxe] Auadoid yum preday 1q2q

JUN [EIJUBWUIBA0D

149340 «379¥0ITddY  ONIANV1IS1INO
ONIddVTHIAO  TOV.INIIY3Id ld3d
40 JYVHS g3i1vnils3a
a3lviiisa

£00Z ‘0€ ANNF 4O SV
18930 S3ILIAILDV TVINIWNYIAOO ONIddVTHIAO ANV 103¥1d
£-a 11gIHX3 NVIRIAVY 40 ALID



691 abed

SpIoosy Al l9dinog

‘paioa $85(un AN ay) 40 Auadoud s|gexE) JO UDHENIEA POSSISSE BU) JO %€ 4O SSBIXa Ul Jeak
Jepua|ed Aue Ul panssi aq spuoq yons ||eys Jou ‘1D syy jo Apadoid s|qexe) Jo ucienjEA pasSsasse 8y} JO %Z| PesoXa J0U |[eys
pabpald s1 A0 ays Jo 1PaIo U Y21ym 10) SPUOQ JUSWISSISSE {B10ads Ul 3gep {80} 84} ey} sapiaoid 1oy puog eiels uebiuoiy syl

‘waysAs [esodsip sbefiief 1o afiemss Jo) 1opio nod 0} Juensind panssi SpUOq JOU ‘SUSLUSSSSE |Bloads

jo wswAhed ay) 4o uonedionue Ul PeNSS| SpUCY SPN|2UI JOU S0P UCHE) W SIU ] "Spucq uoniebliqo |eiauab Buikedal Jo) apise 195

sjunowe AQ 19sH0 8 AeLu uolew) 84} o) 198lqns 1qep uonebijgo [eisuah sy} ‘me| Ag “Alwe|es Jaylo 1o ‘pooy a1} JO 95D ay) Ul

Juaasad (91) aU0 Jo Uig/E AQ pepasoxa aq Aew Jiwij siy) 1ey) ideoxa 'Ajg ayy ul Apadoud sjgexe) jo uonenjea pazyenb3 9jelg au)
10 %01 P88oxa ‘awy auo Aue e Jou |feys sesodind o1qnd ||E Joy paiInoul SSBUPSIqepUl PSPUOQ 18U JO JI| Jgap AICINE)S ay ) :3}0N

%L %.0'Z %Zb v %Z9°G %129 %02 ¥ %66 ¥ %80°E %EQ ¥ %80°S 168 Jo sbejuaniad e se

uwi o) sigesyiddy 1qsq (2101
Z6L'LOE'trS ZrL'908°Lvs LB0°ZLZ'6ES £02'002'9e$ BSE'695'FES GO0'GE6Z PES OLSELF2e$ £/ 109 LSS 9/€26662% 06€20Z82$ wibien 192q |efie
88l LLL 09Z'v88 COE'ZLB'L  908'GSL'Z  LBE'SBY'Z  PPO'E0S'E  60£'Z0Z'W 000S00'L  000'092'L  000'0LS'L HwiT o) sjqednddy 1qeQq (=101

09€'2L0'6¥$ Z0v'069°'2r$ 15v'620°L¥S LL0'9SE'BES 0SL'PGO'ZES 6¢9'862'GES 618'SLL'PES €£/£°909'2€$ 9/€°ZST'LES 06E°ZLL'6Z$ Humigaqg

L0-900CAd 90-S00ZAd  SO0-F002Ad PO-E00CAd  €0-200CAd  Z0-100CAd  E0-000CAd  00-666LAd  66-866LAd  86-/661Ad

Jeaj |eoasiy
6L L0E' vy uibiep 195q [eban
8gl'L4L nwi o @|qesyddy 198Q (€10 L
[7 spuog AinN 18je A WIolS
88112z juswaalby aseyoind jusw|eisu|
2y o) 3|qediddy 1geQ
08¢'2.L0'Sh (snjep sigexe] o %01) Hwiigaq
L08'€eL 0SS sn(eA s|qexe]

50-P00ZAd 1R3A [29514 J0) UOHEINDR) WBIE qaQ jeba]

SYVIA TVISId N3L 1SV
NOILYIWYO4NI NIOYVYIN 19340 Tvo3an
¥-a uqyx3y NVRIQV 40 ALID



f 1 k1 0 i € P i & i K 1 i & [ I | ] £ i b i k
0z | ebed
‘sasuadxa uoijezipowe 10 .co_um_uw._aou ..mm._w:.__ apn[oul jou op sosuadxa mczm._oao
‘SluaLB)E)s |e1oUEUl 9Y) 0] S3jou ay) w puno) aqg ued 1gap m:_bcmwﬂzo m.b_U ayl m:_u._mmo._ spejaq oN
£F'1 Z9B'CEZ 000'69¢ 98¥'GG8%  6£9'G0S'Z  SZL'LOF'C e £95'121 000'GEZ £81'988% Z81'48¢8'2 s98'c/2's 20-9002
0£0 v65' 202 000°GSE S16'991$  IPZ'SPS'Z 2911112 £9'L 908'LEL 000522 0Lt'08S% 1620882 1990162 90-500Z
120 oLerIZ 000'0S€ 6.8'10vS  LLLLIZ'Z  060'€29'C T S IE1 000'02Z 6GE'LEFS 055°€9b'C 608'006'Z S0-$00Z
0 0 265'00PS  LLLZPL'T  BOL'CKS'T ¢ 0 /61'089% ror'e60°Z 129'€2LT #0-£00Z
0 1] |9ZY'c9Zs TZLLIO'T 0616222 av'l 1£0°L 000'05Z ShL'pLES 9¥9'¢9e'Z 16241812 £0-200Z
0 0 €8L'cL08  ZEL008'L 0ZE'eLb'e vZ'c zig'oz 000622 5+9'66.% ZG1L'p8L'L 161'615°C Z0o-100Z
0 1] ¥86'0698  8Z1'9l6'L  ZhI'iZ9'Z 9.0 00Z've 60€'296 06.4'19.% 697'8v9'L 65Z'0L¥'T 1L0-000Z
0 0 Li2'8i88 KZhLEl'L  ZEE'BBS'E 10€ 88.'St 000'522 o9rv'GLeS ¥€6'659'L 08E'GLY'Z 00-6661
0 1] SSP'Ci68  ZSB'6LS'L  LO0V'ERF'Z GL'e 26¥'95 000'00Z ¥BC'796% LS OLY'L GEB'ZEV'T 66-8661
09’y 000'0L 000'002 vor's98$  8EV'ZZSL  206'/8F'C (Wie4 81829 000°002 90v'GZLS 018'GLL'L oLz’ LrH'Z 86-2661
ISVHIAOD  ISTHIINT TVdIONRId ~ INNIATY SISNIIXI STDUVHD JOVHIA0D _ ISTHIINI AVdIONING INNTAIY SISNIIXT  SIDHVHAD uvax
30IAY3S 1934 FIGVUVAVY ONILYHIHO IDIAYTS 3DIAN3S 1934 MIVIIVAVY  ONILVHIJO  IDIAN3S vosid
13N 1831 ALMILN 13N :s831 ALILn

SANOG INNIATH WILSAS HIM3S

S-a LI8IHX3

SHVIA TVOSId N3L 1LSY1

FOVHEIAO0D IANN3ATY G3903d

NVIRHAVY 40 ALID

SANOE INNIATY NILSAS ¥3ALVM

imea



L/l abey

"uoissiwwog Aunsag Juswioidwz uebiydiy woyy sajey juswiodwaun ‘uoeonps Jo pieog ueupy
WwoJ} sjuawioiug j100ydg :neaung snsuad "g'n woly aby uelpsy pue swodu| jeuocsiad ‘uoneindod :$921N0S

%G8 0£9't oce 18¥°12$ L9V'161'LL¥$  Sle'ee £0-900¢
%9 €99t 9'le €21°22% G61'€L5'26VS  SlZ'ee 90-500¢
%9 98.'¢ 9'lE 882'v2$ 0Z¥'G99'066$ Slz'ee S0-v002
%8°L 028t 9le 008't+2$ 000'2£6'056$ §lz'ze ¥0-£002
%¥'8 2.6'E 9LE 00Z'€z$ 000'88E'GLSS GlZ'Ze €0-200C
%9 086'¢ 9'Le 885°12$ 0Zv'L15°6Lv8  SLE'2e ¢0-L002
%8 L G0V g¢ce gev'Les G6L'6VI'ELVS  160'C2 L0-0002
%9'¢ 162'Y 9¢ce GeEY'LZ$ G6L'6¥9'ELVS 16022 00-6661
%SG'C 6.2'F 9ce GeEY'LTS SBL'6YI'ELPS  160°C2 66-8661
%0°¢ GIE'Y 4 GEY'LZS G6L'6¥9'€LPS  160°CC 86-/661
s31vd INFWTTOHENT 39V JNODNI JWOINI NOILYINdOd  ¥v3A
AINIWAOTdWINN TOOHJS Nvia3aIw TYNOS¥3d TVNOSH3d Ivasid
V1ildvO ¥3d

SUVIA TvOISId NIL LSV
SOILSILYLS JINONOO3 NV JIHdVYDO0ON03a
-3 LigiHX3 NVIdAV 4O ALID



()
[
IS
-
L]
e
=

JING aq |jim AI0JSIY ‘B|qelieAR JOU Blep 86-266 810N,
9219WILWOY JO Jaguleyd AJunoD 9ameudT :@dInos

I i K 1 & 4 0 i &k & ¥ i K 4 & 1 F i Kk
Zl) obed
%0'00} 000°cZ
%Py €2 LIE'S
%40 14 €91
%80 €l €9l
%80 4 611
%80 Ll G6l
%2 | ol 082
%2’} 6 282
%E’ | 8 00€
%E| L 00€
%91 9 (WX
%L} G 00t
%0'¢ 12 oSt
%22 £ €06
%G'2 r4 GlS
%E'G I 0lZ't

INGWAOTdWI MNVYd S3IIAOCTdNW3 INGWAOTdWI  MNVY S33A0TdN3

ALID V101 40 AlID V10l 40

39Y.LN3DNAd JOVINIDY3Ad

«86-2661LAd L0-900Z Ad

<-3 LIg9iHX3

09V SHVIA ININ ONV ¥VIA LNIHHND

SHIAOTdWI TVdIONIN
NVIHAVY 40 ALID

swAojdw3z Ajo (ejo|

slojeolqe4 uelpy/lsuejobien
ueupy jo Ao

aAanoweiny ABiau)

AllIoB 4 818D [BOIPSN 99MEUDT
"ou| ‘Jafieny

aba|jo) ueupy

UBLIPY JO S5,8M0"

aaoowolny ydieq

Auedwo?) (991§ uBLpY
Aussaaiun siybiaH eualg
$]0042S Jl|qnd uelipy

1911181 J00YIS S)BIpOLIalU| 98MEUDT
Alunon aameua

aouelY UleaH aameus]

HIAOTdWI



0's9l
0¢
00
0ov
06l
0/t
09
oclL
08
o€l
oy
o¢
0l
08
0¢
0¢
09
0¢

20-900ZAd90-S00ZA450-¥00ZAd ¥0-£00ZAd £0-Z00ZAd Z0-100ZAd

0'GSlL
0¢
0l
oLy
061
0.t
09
0cl
08
o€l
0ol
0¢
0L
ol
ol
0¢
09
0¢

=4 LI8IHX3

0'S9l
00
o'l
ocy
0le
09t
09
ocl
08
o€l
0ol
o€
ol
0l
0l
o'l
09
0¢

Lot

S'val
00
0L
0cy
0'0¢
09
08
0zl
08
S0l
0ol
S'e
A
0l
Gl
Sl
S'9
gL

G'cal
00
0l
ooy
00¢
0'9¢
08
0¢cl
08
S0l
o0l
S'e
A
0l
Sl
Gl
G'9
gl

19l
00
ol
0y
061
0'9¢
08
0cl
08
St
Sy
S'e
'l
0l
0¢
Sl
S'9
gl

¢/1 abed

S'09
00
ol
0oy
06l
0'9¢
08
02zl
08
Syl
s
S'e
L0
0l
0e
Gl
g9
g8l

I S'Zsl
00
ol
08¢
0'0C
0'6¢
08
0cl
08
GGl
oy
S'e
L0
0l
02
Sl
9
gl

SUVIA TvISId NIL LSV

S'/SL
00
ol
FA>
0'0¢
S'9¢
08
02l
S/
S'Gl
0t
Gg'e
L0
0L
0¢
Sl
S8
g8l

*10-900Z A4 Ul AsLiony AyD o) Juawdojaaa@ Aju NWIWIOY WO pallajsuel) uojjoun; uoipdadsu| :8joN

juswpedaq adueuiq A0 :80I1N0Yg

S'9G1
00
ol
08¢
00c
S'ee
06
oclL
SL
GGl
0¢
G'e
L0
0l
4
Sl
S9
8l

10-000ZAd )00Z-666LAd 66-866LAd 86-L66LAd

ejol
ABGojouyoa] uoleLIO|
pun4 Bupjied oiny
Juswpedaq saglin
Juswpedaq a4
1uawpedaq s2lj0d
Aeigry onand
Alysalso4 pue syled
ucnealday pue syled
JasulBugysyiop 2qnd
juswdojsaag Ayunwiwo)
Asyowan
$32IN0S3Y UBLLINH
Asuiony Ao
A8[0 AN
108s9ssy A)D
Juswypedsq aouBUl4
Jojesisiulwpy Ao

AWVHOOUd/NOILONNA

AYUO0Ud/NOILONNA A8 STIAOTdWI LNIJWNHIAOO ALID JWL-TINS
NVIRIAY 4O ALID



£€90'18
L6Z PPl

€22'S

¥99'L

865'E
4%

668'9.
£12'96

0618}
Okt

S'vZl
L'E

€94
000'9

S2
161'C
9el'lL
LO¥

v99°)
LEV'Y
299't

v#2'08
LY oKl

L00's

069'9

951°€
274
€l

£L0°GL
0¥5'06

vs9‘ile
6

0v9l
6y

L8
¥20'9

8.
Lezz
S¢lt
98y

8.1'¢
686'Z
612°L

8EL'LB
212°231

ZE6'Y

9z0's

0.2't
9l
el

y05°t8
IPL'EB

oLz
9l

8¢1¢
9t

518
985'9

€9
6vL'e
08991
0’18y

85.°¢
S¥B'G
709°1

9€L'LB
FE6'9S1

0eC's

185'G

085t
St
8¢

£1£'62
192'68

gLi'se
€Ll

A 4 Y4
L'y

292
598'9

99
951°¢

v96'c
061°8
vEO'L

16916
LBY'BSE

z82's

029's

€19’
oc
ve

(R:{ V¥
06658

rL8'YE
€Ll

(1A
6°¢C

¥'N
¥'N

€8
016°L

008°¢
860'8
010’1

21 abed

¥21'G6
LEL'LOL

Zri's

025G

L1GE
2>
34

901'52
L0£‘Z8

6ve'Le
61}

V'N
'€

¥'N
¥'N

S8
(4 T

009't
(FAR:
986

LEE'T6
986'6¥1

819'c

0EQ's

16E'E
89z

6+9°02
00562

186°/¢
L9

‘V¥'N
Sy

‘¥'N
¥'N

PN
£91'2

coz'e
0S#'8
682

00666
6YE'ESt

200'9

0.0'9

g8
(4"
8¢

L6LEL
Gee'Ll

¥55'8E
291

V'N
(04

¥'N
V'N

£el
oze'e

88z'z
L9L°6
609

L09'e8
£89°0G1

¥56'9

90¥'S

£12'¢

85

¥89'29
GEE'LE

898°0¢
641

¥'N
6¢

VN
V'N

101
1512

(WHA/
6¥p'9
€82

sjuswpedaq) sNOUBA S30IN0g

50, AINf - “Joul 8Je] %EE (OI0N

006'c8 siabuassed
oEE'EPL SO 9IN0Y [B10L
nsues|

(suoyeb jo spuesnoy))
av.'s jusweal| abemag Alleq sbelaay
IBJEAA B)SEAA

(suoyeb jo spuesnoy))
892'G uondwnsuo)) Ajeq yead
(suojjeb jo spuesnouyy)
9EF'E uondwnsua) Ajieq abesaay
snea.g UIB 191BM,

FA N SUOIIDAUUAD MaN

191 M

116'€2 S|eusie Jo uonenaay
166° 22 UoN2a||00) W S[EUSIeN
Keigi ongng

SkZ've sjuedpiued weiboid
AV panss sjulad pjald onsjyly
uoNEaIIFY pue syled

W¥'N (suoy) neday yseq JoHpI0D
99 (sa|nu) Buepnsay 19845
SHIOM JNgnd

‘V¥'N (suoy) sajgepioay
¥'N (suoy) pajoaj|0) asney
uop2a||0) Isnydy

96 paysinBunx3 san4
G/6'L sasuodsay Aouabiawg
sasuodsay anasay SNI
saouabiaw3 |BoIpa|y-uoN

Juawpedaq ang

¥66'C SUONEIOIA JIYBI L
020°L1L suonejoip, Bupjied
08l s15ally [eo1sAuydg

juswyedaq asioyg

L0-900ZAd 90-500ZAd4 SO-POOZAd P0-CO0ZAA

2-4 LIgIiHX3

SUVIA TIVISId NI L LSV
WYHOO0Hd/NOILINNL A8 SHOLVIIANI ONILVEIHO
NYIHAV 40 ALID

€0-200ZAd 20-100ZA4 LO-000ZAd )00Z-666LA 66-866LAS

861661 Ad WVHDOYd/NOILONNG



6. | 9bed

L L L 1 L 9 9 9 9 9
000'000'0} 000'000'0+ 000'000°0+ 000'000'0L 000'000°0L 000'000°0L 000°000°0L 000°000°0L 000°000°CL 000'000°0L
S1'0S S1°0S 510§ Sl0s SL'0G SH'0S SL°0S SL°0S Slos Sl'0s
9C'es Zyo8 eros cr'o8 o8 Zy'08 08 o8 [a 4] o8
000'009't  000'009'E  000'009'E 000009t  O000'009'€  000'009°t  000'009'€  000'009't  000'00E'€  000°00Z'E
0052 00S°Z 0052 005'2 005°2 00S'2 0052 00s'2 005 0052
Z589'9 259'9 259'9 259'9 L£9'9 £Lt'9 609'9 £69'9 159'9 5L9'9
00°9tl 00°t6 00°e6 00°c6 0216 0c'L6 0c'Le 0z'16 0206 0z06
i L I I 3 4 I 3 4 3
S S S S S S 0 0 0 0
oL oL o] ol ol ol ol ol ol oL
9 9 9 9 9 9 9 9 9 S
¥19 ¥L9 ¥L9 ¢L9 ¢L9 249 249 [42] ¢L9 ¢L9
143 4% 45 i3] vie 45 45 4] vig vig
Sz 9z 9e 9z 9 9z 9 92 9¢ 9z
S/8 yi8 ¥i8 yi8 yi8 SL8 S48 vi8 yi8 ¥i8
06 06 06 06 06 06 06 06 0'6 06
x4 2oy 404 2oy 2oy cor oy coy A 4 Zov
6'SYy Sty SEY S'EY S'EY Sey S'ey SEY Sty Sth
0£6 g8 18L 0L £e9 65S 65S 655 g9€s 125
1 L L L L L L L L L
3 3 3 L I b b 3 I 3
€ 4 [4 4 S 4 4 4 0 0
9l 9l 9l 9l 9l 9l 9l 9l 142 14
I l 3 b b L b b l L
L0-900ZAd 90-S00ZAd SO-POOZAd PO-€00ZAd E0-200ZAd 20-100TAd 0-000ZAd )00Z-666 A4 66-B66FAd B6-1661Ad
SYVIA TVISId N3L 1SV
AWVAOOUG/NOILONIMA A8 SOILSILYLS 1SSV TV 1IdYD
€-d4 119IHX3 NVYIIQV 40 ALID

sjuswpedaq snouep, $e2/n0g

SaSNQIUIN
nsues)

{Aep/suo|ieb)
Anoedes jusuwnes. ],
(so|Iw) s1emag WIoIS
(sa|Iw) s;amag Aejues
IBIBAN BISEM

(Aepysuojjeb)
abedwnd afiesany
(suojeb jo spuesnoy))
Ayoede) abeiolg
SIBWOISND
(sajw) sulep JaJeAn
19leM

sJ8juan AUNuWIO?)
Spjal4 192208
spuouwei(] |egaseg
spunoJBie|d
ofealoy

Uo)|BaI03Y PUE S3JEd

saoedg bupjied

s|eubig diyel |,

siybieang

sabpug

(sonw) sAemybiy

(sa|1w) sppang
SHIOM 2Hgnd

(a)eAng ongng) sueipAy
$3121yaA Aouabiawg
suoyels

swpedaq a4

$2[0A2I0JOW

S3|2IYBA oY

suoneis
wawpedeq aood

WVYHO0Ud/NOILONNA



ROBERTSON

EATON
Sz
O WE N

PC.

August 7, 2007

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

To the Honorable Mayor and
Members of the City Commission
City of Adrian, Michigan

We have audited the financial statements of the governmental activities, the business-type activities, the
discretely presented component units, each major fund, and the aggregate remaining fund information of
the City of Adrian, Michigan, as of and for the year ended June 30, 2007, which collectively comprise the
City of Adrian, Michigan’s basic financial statements and have issued our report thereon dated August 7,
2007. We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States.

INTERNAL CONTROL OVER FINANCIAL REPORTING

In planning and performing our audit, we considered the City of Adrian, Michigan's internal control over
financial reporting as a basis for designing our auditing procedures for the purpose of expressing our
opinion on the financial statements, but not for the purpose of expressing an opinion on the effectiveness
of the City of Adrian’s internal control over financial reporting. Accordingly, we do not express an
opinion on the effectiveness of the City of Adrian’s internal control over financial reporting.

A control deficiency exists when the design or operation of a control does not allow management or
empleyees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of
control deficiencies, that adversely affects the City’s ability to initiate, authorize, record, process, or
report financial data reliably in accordance with generally accepted accounting principles such that there
1s more than a remote likelihood that a misstatement of the City’s financial statements that is more than
inconsequential will not be prevented or detected by the City’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in
more than a remote likelihood that a material misstatement of the financial statements will not be
prevented or detected by the City of Adrian’s internal control.
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August 7, 2007

To the Honorable Mayor and
Members of the City Commission
City of Adrian, Michigan

Our consideration of internal control over financial reporting was for the limited purpose described in the
first paragraph of this section and would not necessarily identify all deficiencies in internal control that
might be significant deficiencies or material weaknesses. We did not identify any deficiencies in internal
control over financial reporting that we consider to be material weaknesses, as defined above.

COMPLIANCE AND OTHER MATTERS

As part of obtaining reasonable assurance about whether the City of Adrian, Michigan’s financial
statements are free of material misstatement, we performed tests of its compliance with certain provisions
of laws, regulations, contracts, and grant agreements, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing an opinion on
compliance with those provisions was not an objective of our audit and, accordingly, we do not express
such an opinion. The results of our tests disclosed no instances of noncompliance or other matters that
are required to be reported under Government Auditing Standards.

This report is intended solely for the information and use of management, the City Commission,
Departments of the State of Michigan, and federal awarding agencies and pass through entities and is not
intended to be and should not be used by anyone other than these specified parties.

Robertson, Eaton & Owen, P.C.
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August 7, 2007

REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO
MAJOR PROGRAMS AND ON INTERNAL CONTROL OVER COMPLIANCE
IN ACCORDANCE WITH OMB CIRCULAR A-133

INDEPENDENT AUDITORS’ REPORT

To the Honorable Mayor and
Members of the City Commission
City of Adrian, Michigan

COMPLIANCE

We have audited the compliance of the City of Adrian, Michigan with the types of compliance
requirements described in the U.S. Office of Management and Budget (OMB) Circular A-133
Compliance Supplement that are applicable to each of its major federal programs for the year ended June
30, 2007. The City of Adrian, Michigan's major federal programs are identified in the summary of
auditors’ results section of the accompanying schedule of findings and questioned costs. Compliance
with the requirements of laws, regulations, contracts, and grants applicable to its major federal programs
is the responsibility of the City of Adrian, Michigan’s management. Our responsibility is to express an
opinion on the City of Adrian, Michigan’s compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America; the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States; and OMB Circular A-133, Audits of
States, Local Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133
require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance
with the types of compliance requirements referred to above that could have a direct and material effect
on a major federal program occurred. An audit includes examining, on a test basis, evidence about the
City of Adrian, Michigan's compliance with those requirements and performing such other procedures as
we considered necessary in the circumstances. We believe that our audit provides a reasonable basis for
our opinion. Our audit does not provide a legal determination on the City of Adrian, Michigan’s
compliance with those requirements.

In our opinion, the City of Adrian, Michigan complied, in all material respects, with the requirements

referred to above that are applicable to each of its major federal programs for the year ended June 30,
2007.
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To the Honorable Mayor and
Members of the City Commission
City of Adrian, Michigan

INTERNAL CONTROL OVER COMPLIANCE

The management of the City of Adrian, Michigan is responsible for establishing and maintaining
effective intermal control over compliance with requirements of laws, regulations, contracts, and grants
applicable to federal programs. In planning and performing our audit, we considered the City of Adrian,
Michigan’s temnal control over compliance with requirements that could have a direct and material
effect on a major federal program in order to determine our auditing procedures for the purpose of
expressing our opinion on compliance and to test and report on the internal control over compliance in
accordance with OMB Circular A-133.

Our consideration of the internal control over compliance would not necessarily disclose all matters in the
internal control that might be material weaknesses. A material weakness is a significant deficiency, or
combination of significant deficiencies, that results in more than a remote likelihood that the mternal
control components does not reduce to a relatively low level the risk that noncompliance with applicable
requirements of laws, regulations, contracts, and grants that would be material in relation to a major
federal programs being audited may occur and not be detected within a timely period by employees in the
normal course of performing their assigned functions. We noted no matters involving the internal control
over compliance and its operation that we consider to be material weaknesses.

This report is intended solely for the information and use of management, the City Commission,
Departments of the State of Michigan, and federal awarding agencies and pass through entities and is not
intended to be and should not be used by anyone other than these specified parties.

Robertson, Eaton & Owen, P.C.
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CITY OF ADRIAN, MICHIGAN

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

(AND RELATED STATE EXPENDITURES)

Federal Grantor/
Program Title

U.S. Department of Transpertation
USC Section 5311 Operating Assistance
USC Section 5311 Operating Assistance
USC Section 5309 Capital
USC Section 5309 Capital
USC Section 5309 Capital
USC Section 5309 Capital
USC Section 5311 Capital
Federal Aid Highway Program -CMAQ

For the Year Ended June 30, 2007

Federal
CFDA Number

20.509
20.509
20.500
20.500
20.500
20.500
20.509
20.205

U.S. Department of Agriculture - Forest Service

Cooperative Forestry Assistance

U.S. Department of Justice
Edward Byrne Memorial Formula Grant
Edward Byrne State and Local Law
Enforcement Assistance Grant

U.S. Environmeatal Protection
Brownfield Assessment and Cleanup
EPA Funds Passed Thru Michigan DEQ-

Capitalization Grants For Clean
Water State Revolving Funds
EPA Funds Passed Thru Michigan DEQ-
Capitalization Grants For Clean
Water State Revolving Funds

U.S. Department of Homeland Security
Assistance to Firefighters

Assistance to Firefighters

Total Expenditures of Federal Awards

See independent auditors’ report.

10.664

16.579

16.580

66.818

66.458

66.458

97.044

97.044

Pass Through
Entity’s Identifying
Number

MI-18-X039
2002-0002-Z12
98-0792/A7
MI-03-0215
2001-0850/A2
2000-0460/A4
MI-18-X038
46400-82973

EAB06-05

ODCP 72256-1-06-BFI

2005 DIBX0326

BF-96562701

5238-01

5239-01

EMW-2005-FP-01528

EMW-2005-FG-08379

181

Program
or Award
Amount

Formula

Formula
52,000
2,646
375,000
392519
16,000
89,653

17,750

7,500

13,192

400,000

795,743

3,246,556

9,840

77,805

Federal
Expenditures

3 22,777
54,262

20,555

566

33,865

1,280

11,517

39,610

17,750

7,500

11,075

15,989

340,181

1,757,801

9,840

6,480

§ 2351048

State
Expenditur¢

5,140
142
8,467
320
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CITY OF ADRIAN, MICHIGAN

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

For the Year Ended June 30, 2007

SECTION I - SUMMARY OF AUDITORS’ RESULTS

FINANCIAL STATEMENTS
Type of auditors’ report issued:
Internal control over financial reporting:
*  Material weakness(es) identified?
*  Reportable condition(s) identified that
are not considered to be material
weaknesses?
Noncompliance material to financial
statements noted?
FEDERAL AWARDS
Internal control over major programs:
*  Material weakness(es) identified?
*  Reportable condition(s) identified
that are not considered to be

material weaknesses?

Type of auditors’ report issued on compliance
for major program:

Any audit findings disclosed that are

required to be reported in accordance
with Section 510{a) of Circular A-133?

See independent auditors’ report.
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Unqualified

YES

YES

Unqualified

NO

NONE REPORTED

NO

NO

NONE REPORTED

NO

[
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CITY OF ADRIAN, MICHIGAN

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

For the Year Ended June 30, 2007

SECTION 1 - SUMMARY OF AUDITORS’ RESULTS

IDENTIFICATION OF MAJOR PROGRAM:

Pass Through
CFDA Number Entity Identifying Number Name of Federal Program
66.458 5238-01 State Revolving Funds
66.458 5239-01 State Revolving Funds
Dollar Threshold used to distinguish
between type A and type B programs: $ 300,000
Auditee qualified as low-risk auditee? YES X NO

SECTION II - FINANCIAL STATEMENT FINDINGS

NONE

SECTION III - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

NONE

See independent auditors’ report. 183
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August 7, 2007

Honorable Mayor and
Members of the City Commission
City of Adrian, Michigan

We appreciate the opportunity to conduct your audit this year. We are writing to you as we complete the
audit to communicate any control deficiencies we identified during the audit and whether these deficiencies
(if any) are determined to be significant deficiencies or material weaknesses.

In planning and performing our audit of the financial statements of the City of Adrian, Michigan, for period
ending June 30, 2007, we applied generally accepted auditing standards (GAAS) as we considered your
internal control over financial reporting as a basis for designing our auditing procedures. We did this for
the purpose of expressing our opinion on the financial statements, but not for the purpose of expressing an
opinion on the effectiveness of your internal controls. Accordingly, as a part of your audit, we are not
expressing an opinion ou the effectiveness of your internal control.

Our consideration of internal control was for the limited purpose of conducting your organization’s audit
and would not necessarily identify all deficiencies in internal control that might be significant deficiencies
or material weaknesses. It is important to note that control deficiencies are not necessarily problems you
will chioose to address, however, they do represent potential risks. Our job as your auditors is to ensure that
you understand where you have these deficiencies or weaknesses so that you can make informed business
decisions on how best to respond to these risks.

Significant Deficiencies

A significant deficiency is a control deficiency, or combination of control deficiencies, that adversely
affects your entity’s ability to initiate, authorize, record, process, or report financial data reliably in
accordance with generally accepted accounting principles such that there is more than a remote likelihood
that a misstatement of your financial statements that is more than inconsequential will not be prevented or
delected by your internal control. During our audit we found no significant deficiencies in internal control.

Materials Weaknesses

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in
more than a remote likelihood that a material misstatement of the financial statements will not be prevented
or detected by your internal control. During our audit we found no material weaknesses.

However, other matters concerning the City and its operation are reported to you in the remainder of this
report.

System for locating grant documents

In the past year, the City has started to accumulate grant information in one location. That location being
centralized computer files. Although this procedure has been started, it may take some time before it is
fully implemented.

Possibly, an easier approach would be to maintain an up-to-date listing of all grants currently being
administered by the City and have this listing kept by the City’s Finance Department. Each month, all
Departments of the City would submit a report to the Finance Department showing all grants that the

121 North Main Street, Adrian, Michigan 49221 (517)265-6154 FAX:(517)265-2572
Members: A.I.C.P.A. and M. A.C.P A.
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Honorable Mayor and

Members of the City Commission
City of Adrian, Michigan

respective Departments are currently handling, and provide information on the status of each grant and who
is in charge of the documents for the grant.

Pension Plan

An update on the City’s defined benefit pension plan through Municipal Employees Retirement System of
Michigan (MERS) based on the actuarial evaluation as of December 31, 2006. The unfunded actuarial
accrued liability at December 31, 2006 was $5,872,651; compared to $4,835,802 at December 31, 2005.
The actual City’s contribution to the pension plan was $816,109 for fiscal year 2006-07.

Capital Assets — Dial-A-Ride Transportation System

If the City ever has to provide local funding for the purchase or construction of capital assets for the Dial-
A-Ride Transportation System, the local share of the capital asset cost can be reimbursed through State
funding (ACT 51) and Federal funding (Section 5311). The reimbursement would be based on the
depreciation expense taken each year.

The one requirement needed to receive reimbursement is that the Michigan Department of Transportation
has to approve the useful lives of the capital assets.

Financial Condition

The City continues to maintain a good financial position. The General Fund's fund balance was
$6,123,518 at June 30, 2007. And, the unreserved portion of this balance was $1,304,717.

Due to the amount of debt in the Wastewater System Fund and the Water System Fund, it is prudent to
closely monitor utility rates, usage, and ongoing operation costs of these funds.

This written communication is intended solely for the information and use by City management, those
charged with your organization’s governance, others you deem appropriate within your organization, and

any governmental authorities you need to share this information.

Again, we appreciate the assistance provided by the City during our audit.

Robertson, Eaton & Owen, P.C.





